ee mnete 8” 
tes 


pers 
Sa Se 
cE ak 


- 
Tot gins wht 


ecbpeectpen ath 
me : 

: SS 

cae 


be 


Digitized by the Internet Archive 
in 2022 with funding trom 
University of Toronto 


https://archive.org/details/31/61115484743 


Agriculture and Agri-Food 
Canada 


Performance Report 


ESTHET | ere 


March 31, 2003 


ivi 


Canada 


For the period ending ee 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public 
monies. This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total 
government spending in Part I, the documents become increasingly more specific. Part II outlines spending according 
to departments, agencies and programs and contains the proposed wording of the conditions governing spending 
which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its 
programs primarily in terms of more strategically oriented planning and results information with a focus on 
outcomes. 


The Departmental Performance Report provides a focus on results-based accountability 
by reporting on accomplishments achieved against the performance expectations and results commitments as set out 
in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and 
resource allocation priorities. In combination with the subsequent reporting of financial results in the Public Accounts 


and of accomplishments achieved in Departmental Performance Reports, this material helps Parliament hold the 
government to account for the allocation and management of funds. 
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Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians in the new millennium. In this vision, 
departments and agencies recognise that they exist to serve Canadians and that a “citizen focus” 
shapes all activities, programs and services. This vision commits the Government of Canada to 
manage its business by the highest public service values. Responsible spending means spending 
wisely on the things that matter to Canadians. And finally, this vision sets a clear focus on 
results — the impact and effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2003 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/02-03/guidance/gl-ld_e.asp). Based on these principles, 
an effective report provides a coherent and balanced picture of performance that is brief and to 
the point. It focuses on outcomes - benefits to Canadians and Canadian society - and describes 
the contribution the organisation has made toward those outcomes. It sets the department’s 
performance in context, associates performance with earlier commitments, explains any changes, 
and discusses risks and challenges faced by the organisation in delivering on these commitments. 
Achievements realised in partnership with other governmental and non-governmental 
organisations are also discussed. Supporting the need for responsible spending, it links resources 
to results. Finally, the report is credible because it substantiates the performance information 
with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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MINISTER S MESSAGE 


It is my pleasure to present to my parliamentary colleagues, and all Canadians, 
Agriculture and Agri-Food Canada’s (AAFC) Departmental Performance 
Report for the fiscal year 2002-2003. 


Canada’s agriculture and agri-food industry is a key driver of our national 
economy. It is an engine of economic growth that employs one out of every 
seven working Canadians and accounts for more than eight percent of our 
gross domestic product (GDP). It is also the single largest manufacturing 
industry in seven provinces. 


Internationally, Canada has a long-held, enviable reputation as a producer of 
safe, high-quality food. To safeguard this reputation, while being constantly 
tested by new challenges and more demanding consumers, our agriculture and 
agri-food industry must be the very best that it can be. The Government of 
Canada placed its confidence and support behind a new Agricultural Policy 
Framework (APF) in June 2002 when Prime Minister Jean Chrétien and 

I announced a federal commitment of $5.2 billion over five years to move the 
agriculture sector beyond crisis management to a more secure future. With the 
addition of provincial funding, the total investment over the next five years 
will exceed $7 billion to secure the future of Canada’s agriculture sector. 


Following through on our commitments outlined in our Report on Plans and 
Priorities for 2002-2003, AAFC made significant progress in positioning itself 
for the implementation of the APE, focussing on food safety and quality; the 
environment; science and innovation; and the needs of producers for renewal 
and business risk management. An extensive review of all existing programs 
was undertaken, and a comprehensive plan was developed to facilitate a smooth 
transition to APF programs, both within the Department and with provincial 
and other program partners. This is the first time there has been a national 
agricultural policy where federal, provincial, and territorial governments have 
worked so closely toward common objectives by pooling their efforts. 


Some highlights of our accomplishments as the transition to the APF gets 
underway include: 


¢ rolling out a new, business risk management system over 2003 and 2004, 
based on the Net Income Stabilization Account (NISA) and crop insurance 
programs to more effectively address producer concerns regarding income 
disasters and to stabilize incomes; 


¢ developing food safety plans covering most major commodities, and beginning 
work to develop internationally recognized, food-quality product and system 
standards to further Canada’s efforts to meet and exceed market demands; 


¢ strengthening Agriculture and Agri-Food Canada’s trade support through the 
addition of agri-food trade specialists, giving Canadian products a 
competitive edge in international markets; 


e enhancing technical marketing programs to raise awareness of Canadian 
excellence in agriculture and agri-food, opening discussions on issues 
affecting Canadian products such as those related to labelling; 
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“ Whether it is helping 
Canadians to eat healthier foods, 
preserve the environment, 
push forward the frontiers of 
science and innovation or 
increase our competitiveness 
abroad, agriculture finds itself 
at the forefront, contributing 
to our prosperity today and 
laying the foundation for an 
even better quality of life 
tomorrow. 


Lyle Vanclief 


The adjustments we are 
making to implement the APF 
strike a balance that will 
position the agriculture and 
agri-food sector for continued 
prosperity and profitability 
tomorrow. 
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¢ announcing a five-year, national Environmental Farm Plan initiative to help 
farmers identify the environmental benefits and risks of their operations and 
provide the means to manage those risks; 


® announcing other key environmental initiatives to address concerns for the 
sustainability of agricultural resources, including: Greencover Canada 
Program, the National Land and Water Information Service; the National 
Water Supply Expansion Program; and the Pesticide Risk Reduction and 
Minor Use Pesticides programs; and 


¢ developing Renewal programming to help producers assess their situation 
and acquire skills and tools needed for success. 


Positioning to implement the APF means changing how the Department 
manages its work. In 2002-2003, AAFC aligned its research activities with 
the priority areas of the APF so that Canada’s long-term strategy for the 
agriculture and agri-food industry is based on a solid foundation of research 
results and scientific knowledge. As well, comprehensive new departmental 
management practices were implemented to improve AAFC’s results-based, 
collaborative way of working to achieve best business results. 


The Department has also continued its commitment to government-wide ini- 
tiatives, such as the Canadian Rural Partnership and the Rural Development 
Initiative, Co-operatives, and the Climate Change Plan for Canada. 


On a final note, the effectiveness of Canada’s world leading food safety system 
was demonstrated in the recent Bovine Spongiform Ecephalopathy (BSE) case 
and highlights the importance of APF work in this area. Once discovered, 
federal departments, provincial governments and industry organizations came 
together to respond collaboratively. Action taken included an exhaustive scien- 
tific investigation, which confirmed that none of the meat or other products 
from the infected animal entered the food system. Bridging programming to the 
APF was successful in keeping the domestic market operating during the crisis 
and in injecting needed funds into the sector while markets remained closed to 
Canadian meat and livestock. In the end, the favourable review by an interna- 
tional team of experts and our comprehensive and transparent response to this 
crisis helped us partially re-open some markets. In fact, the action taken by the 
U.S. marks the first time that it has resumed importation of bovine meat from 
a country that has been affected by BSE. We continue to work with other 
federal departments, provincial governments and the sector to get international 
borders fully open and assist with market recovery and address longer-term 
issues related to this incident. 


Clearly, the agriculture and agri-food sector faces risks from many quarters, but 

it also has opportunities. The adjustments we are making to implement the APF 

strike a balance that will position the sector for continued prosperity and profitabil- 
ity tomorrow. Through a strong national policy, we will meet the challenges of 
a changing world, and ensure the very bright future the sector deserves. 


Lyle Vanclief 
Minister of Agriculture and Agri-Food 
and Minister Co-ordinating Rural Affairs 


MESSAGE FROM THE 


SECRETARY OF STATE FOR 


RURAL DEVELOPMENT 


Dynamic communities are vital to our well-being and they make rural Canada 
a great place to work, live and raise a family. It is absolutely critical to our suc- 
cess as a nation that our urban and rural populations are able to contribute to 
their full potential. 


Our strategy for maximizing the opportunities for rural Canada includes: 


¢ ensuring that the Government of Canada initiatives consider the needs of 
rural Canada through the application of a “Rural Lens”; 


¢ building community capacity by equipping communities to identify their 
assets and build consensus on development options; 


¢ employing a bottom-up approach where communities develop their own 
strategies and approaches for long-term sustainability; and 


¢ providing rural communities with tools to implement their strategies. 


The success of this approach was evident at the recent meeting of federal- 
provincial-territorial ministers responsible for rural development in 
Kananaskis, Alberta, where Ministers agreed to pursue a more collaborative 
and co-ordinated approach to rural policy development. Ministers are commit- 
ted to developing a research agenda that will generate information that 
communities can use to meet their challenges. Such challenges include issues 
around access to capital, public-private partnerships and strategic infrastruc- 
ture investment. Ministers adopted an action plan for rural communities 
focussed on supporting community capacity. This includes developing tools 
and information and producing a federal-provincial-territorial directory of pro- 
grams and services that will support more informed decisions by communities, 
and contribute to better government policies and programs. 


Key accomplishments for 2002-2003 include: 


e the $2.8 million Rural Development Initiative, which supported rural 
communities in planning and adopting sustainable development strategies; 


e the Rural Dialogue — Building Strong Urban and Rural Communities — 
which continued with five town hall meetings held across the country; 


e the first-ever National Rural Youth Conference, where youth from across 
Canada met to discuss their roles as leaders and innovators in their 
communities; and 
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they make rural Canada a 
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The Co-operative Secretariat's 
horizontal approach assisted 
federal departments and 
provincial governments to 
identify ways that co-operatives 
can be used to meet public 
policy objectives. 
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¢ the establishment of the National Rural Youth Network, a forum for young 
Canadians to share information, network and discuss their priorities and 
concerns, and for the Government of Canada to consult with youth on 
policies, programs and services that impact young Canadians. 


Working with other federal departments, the Rural Secretariat produced a 
report on youth migration, a key source of input and information to help the 
development, co-ordination and long-term delivery of programs and services 
for rural youth across Canada. 


The Co-operative Secretariat’s horizontal approach assisted federal departments 
and provincial governments to identify ways that co-operatives can be used to 
meet public policy objectives. In both the urban and rural context, co-operatives 
are a proven way for Canadians to work together to achieve a common goal 
whether in the provision of health-care services, value-added agriculture, afford- 
able housing, access to capital, or rural community economic development. 
Co-operatives hold enormous potential to: help communities deliver the services 
they require; facilitate community adaptation; and help Canadians capture the 
opportunities and face the challenges of the 21st century. The five-year, 

$15 million Co-operative Development Initiative will further assist communities 
within Canada to explore where co-operatives can best respond to their needs. 


The $5.2 billion investment in the APF and its related activities will contribute 
to a strong agriculture sector, which will, in turn, benefit rural Canada with an 
enhanced commitment to the Canadian Rural Partnership (CRP). The CRP 
provides a focus for 29 federal departments and agencies to create the social, 
economic and cultural climate within which rural Canada can thrive. The 
CRP will receive $55 million over five years to continue its work and enhance 
its results. An additional $5 million is being directed toward rural community 
capacity building to develop and implement sustainable approaches to rural 
community development. 


The Government of Canada is committed to working collaboratively with 
other governments, communities, stakeholders and citizens, and rural 
Canadians, to ensure that all Canadians continue to enjoy the prosperity and 
quality of life stemming from the contributions of both rural and urban Canada. 


Andy Mitchell 

Secretary of State 

(Rural Development) 

(Federal Economic Development Initiative for Northern Ontario) 


YEAR IN REVIEW 


Our Agricultural Policy Framework 


For the Canadian agriculture sector, the establishment of a new policy direction 
means the opportunity to move beyond crisis management, and to establish 
Canada’s reputation both domestically and internationally as the world leader 
in meeting consumer demands for safe, quality agriculture-based products 
produced in an environmentally responsible manner. That is why federal, 
provincial and territorial ministers of agriculture have pledged to meet today’s 
challenges by jointly developing a comprehensive Agricultural Policy Framework 


(APF) built on five elements: business risk management; food safety and food Over the past three yeals, WE 
quality; science and innovation; environment; and renewal. ; : 
have built capacity to ensure 


The APF is dynamic in approach, national in scope and international in vision. 
And, over the past three years, Agriculture and Agri-Food Canada (AAFC) and that the policy framework Is 
the agriculture and agri-food sector have built capacity to ensure that the policy always forward-looking, So 
framework is always forward-looking, so new trends and opportunities will 


always be incorporated into policies. As the sector evolves, so do the policies new trends and opportunities 
and programs of the APF. : 
will always be incorporated 


The APF also clearly demonstrates our contribution to achieving the Government —j to polici 
it ; Into poucies. 

of Canada priorities stated in the October 2002 Speech from the Throne. In that 

speech, the Government outlined its commitment to improving the quality of 

life for all Canadians by improving social systems, reaching out to rural and 

northern communities with new initiatives, and increasing its commitment to 

the environment through renewed policy and program efforts. The APF turns 

those commitments into action. 


POSITIONING THE DEPARTMENT TO IMPLEMENT THE 
AGRICULTURAL PoLicy FRAMEWORK 


The vision underpinning the APF was endorsed by governments June 29, 2001. 
It is a vision of a sector that has moved beyond crisis management to a more secure 
future by making Canada the world leader in food safety and quality, environ- 
mentally responsible production and innovation for growth. Over the past year, 
AAFC brought this all-encompassing vision for Canadian agriculture in the 

21st century to the point of implementation. 


Recognizing their common purpose, ministers of agriculture gathered in 
Halifax in June 2002 where a majority signed or initialled the APE capping a 
year of intense collaborative work among the federal, provincial and territorial 
governments, and industry. The comprehensive framework included shared 
objectives, outcome targets and priorities for action. Prince Edward Island’s 
signature in April 2003 and Quebec’s in July 2003 raised the number of 
participating governments to ten provinces and two territories. 
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The APF framework and 
implementation agreements 
are landmarks of federal- 
provincial-territorial 
collaboration. 
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Other significant advances were made in the past year in terms of funding and 
policy work that positioned AAFC to implement the APE In June 2002, the 
Prime Minister and the Minister of Agriculture and Agri-Food announced 
$5.2 billion in new federal funding for Canadian agriculture, including 

$3.4 billion over five years to implement the APE Then, in February 2003, the 
federal budget specifically pointed to APF implementation as a key priority. 
Securing federal funding for the APF and gaining provincial and territorial 
government support were critically important achievements. Governments 
worked hard to lay the groundwork for the transition from old to new programs 


that will start in the 2003-2004 fiscal year. 


SECURING A STRONG AGRICULTURAL SECTOR THROUGH COLLABORATION 


Following the initial agreement, AAFC and its provincial and territorial 
counterparts put substantial effort into developing and finalizing detailed 
implementation agreements to deliver on the framework. By the spring of 2003, 
most provinces were in various stages of securing the authorities they needed 
to sign the implementation agreements. 


The APF framework and implementation agreements are landmarks of federal- 
provincial-territorial collaboration and are ground-breaking in delivering on 
the principles of collaboration embodied in the Social Union Framework 
Agreement. In each area of the APE both levels of government are account- 
able for achieving shared national goals and have agreed to specific outcome 
targets by which to evaluate progress in meeting these goals. Most importantly, 
governments are jointly committed to reporting to Canadians on activities 
undertaken and results achieved and to engaging in an ongoing public dialogue 
regarding the effectiveness of activities in achieving desired results. 


IMPROVING SERVICE TO CANADIANS 


New ground was also broken in developing the implementation agreements, 
with the Department placing a strong emphasis on consulting with Canadians. 
Using both traditional and new consultation mechanisms, AAFC involved all 
stakeholders in the agri-food value chain, including producers, processors, 
retailers, consumers, and environmentalists. To give traditional and new stake- 
holders the opportunity to feed into the policy process, consultation activities 
were intertwined with.APF policy and program development. The consultations 
were based on a series of documents outlining the APE Feedback from initial 
papers describing the issues was used to shape policy proposals that then became 
the basis of subsequent consultations. The input from the APF consultations 
continues to be analysed and considered as policies and programs are initiated, 
developed, implemented and evaluated. This cycle of public dialogue will 
continue as we report on results and consider adjustments to our approach. 


The Department also undertook an extensive review of all its existing program 
delivery methods to ensure there was no delay in delivering services and 
programs. A cohesive plan was developed to ensure consistent and integrated 
program delivery, both within AAFC and with provincial and other partners. 
Existing programs will either be changed or phased out over the next three 
years as new APF-aligned programming is introduced. 


Devetopine NEW PROGRAMS AND SERVICES 


APF programs being developed span the agriculture and agri-food sector, 
including rural communities. We are developing programs that over the next 
five years will spend: 


¢ $290 million on food safety and quality; 

¢ $175 million on international market development; 

e $670 million on the environment; 

e $255 million on science, innovation and renewal; 

¢ $75 million on rural development and co-operatives; and 


¢ $3.7 billion on business risk management. 


New programs and services are aligned with the APF and offer assistance 
in a number of ways: 


e farmers will gain access to the tools that will help them meet production 
challenges vis-4-vis food safety and the environment, acquire new skills, 
augment their businesses and seek new opportunities; 


© scientific research will expand beyond traditional production-oriented 
applications to new knowledge and technology will be provided for 
emerging challenges and opportunities; 


e business risk management programs will provide a sound business planning 
environment for the long term; and 


e markets abroad will open, branding Canada as a reliable source of high 
quality food. 


REPORTING ON RESULTS 


During 2002-2003, extensive effort and time was spent on building the 
foundation to ensure that programs delivered under the APF have enduring 
effectiveness, including mechanisms for program funding reallocated to 
improve performance as required. This work, undertaken in collaboration with 
provincial and other partners, included the development of common goals, 
targets, indicators and measures, and funding and delivery mechanisms. The 
detailed implementation agreements also include the capacity to continuously 
monitor and measure the effectiveness of the APF programs, and authority to 
take any necessary action to adjust APF programs to improve their effectiveness, 
thus ensuring continuous relevance and best results. These comprehensive 
preporatory efforts ensure that all the various program elements complement 
each other and are aligned with APF goals. It also makes it possible for us to 
meet our public commitments to report annually to Canadians on results 
achieved. 
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In the coming year, AAFC will 
he producing reports on the 
health of the agriculture and 
agri-food sector and APF 
implementation. 
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Our STRATEGIC OUTCOMES 


The APF’s vision and goals are reflected in AAFC’s three strategic outcomes: 
Security of the Food System, Health of the Environment, and Innovation for 
Growth. These strategic outcomes define the broad policy objectives of the APF 
and will be achieved through work across its five priority areas: Business Risk 
Management, Food Safety and Quality, Science and Innovation, Environment, 
and Renewal. Within AAFC this work is organized under five departmental 
priorities that reflect the Department’s work on federal responsibilities under 


the APE 


Security of the Food System 


PROGRAMS 10 HELP IMIANAGE BUSINESS RISKS 


Producers face constant risks presented by both the natural environment and 
market forces and must also meet challenges associated with a more complex 
business environment, increasing international competition and advances in 
technology. Thus, farmers need to be able to plan their enterprises with confi- 
dence based on a solid funding foundation and secure programming. 


Stronger, more effective business risk management programming for producers 
is a vital component of the APE Federal, provincial and territorial leaders 
agreed to improve the tools used by farmers to manage their risk and to create 
incentives for them to increase profitability through growth, diversification 
and expanded value-added production. 


For the first time, stable federal/provincial risk management funding for pro- 
ducers is locked in over five years and income disaster protection is an integral 
part of the programming. In fact, the Government of Canada has committed 
$1.1 billion annually over the next five years toward new business risk 
management programming. This is the longest budget commitment ever made 
to the funding of risk management programs. 


Moreover, many of the most important design features of the new programming 
have been shaped by the input of producers over the past year. They asked that 
the new programs be built on the best of existing programs and, in response, 
governments have based the proposed new design on the current platforms of 
crop insurance and the Net Income Stabilization Account (NISA). 


Therefore, the enhanced business risk management programs are being developed 
to provide comprehensive insurance, stabilization and disaster coverage through 
a nationally available, nationally consistent, two-program set of expanded 
production insurance and the new Canadian Agricultural Income Stabilization 
(CAIS) Program that replaces NISA. To better respond to producer needs, 
federal funding will be devoted exclusively to these programs on a demand- 
driven basis. 


The new CAIS Program will provide integrated stabilization and disaster 
coverage, essentially folding into the program a permanent disaster protection 
feature. This protection was previously provided through short-term programs 
such as the Canadian Farm Income Program (CFIP) and the Agriculture Income 
Disaster Assistance (AIDA). While crop insurance will be built into a stronger 
set of Production Insurance products. In fact, Production Insurance will be 
offered to cover a wide range of situations and commodities that are not fully 
covered in all provinces by production-type insurance, and could potentially 
include livestock, pasture, forage, horticultural crops, and floriculture. 


This new approach to business risk management is consistent with the realities 
of the global environment — it treats producers more equitably, focuses 
resources where they are most needed and helps encourage change toward 
profitability. An effective and complementary linkage exists between programs 
to encourage long-term participation in production insurance while not dis- 
couraging participation in the CAIS Program 


At the same time, we also recognize that producers need help making the 
transition to new business risk management programming. For this reason, 
$1.2 billion was made available over two years with $600 million in new 
funding distributed in 2002 and another $600 million to be delivered in 2003 
to facilitate the transition to a new generation of business risk management 
programs under the APE 


Furthermore, the transition to the new programs will allow producers the time 
to become familiar with the updated program features. In fact, the new pro- 
grams will not be delivered to farmers until later in 2003 and in 2004. Over 
time, the shift to forward-thinking business risk management will mean more 
predictable and profitable farming operations and a greater contribution to 
Canada’s economy and the quality of life of all Canadians. 


The Department will be continuing its lending programs — the Advance Payments 
Program, Spring Credit Advance Program, Price Pooling Programs and the 
Farm Improvements and Marketing Co-operatives Loans Act. While the new 
CAIS Program and Production Insurance Programs will address the risks tradi- 
tionally associated with agriculture production, these lending programs will 
ensure that the producers have access to financing so that they are in a position 
to make the appropriate marketing and production decisions and not forced 
into decisions based on a lack of operating cash or long term credit. The 
Department is in the process of reviewing these programs to ensure that they 
are designed in the best manner to meet the APF objectives and the needs of 
producers. 


IMPROVING Food SAFETY AND QUALITY 


Canada has an excellent reputation both at home and abroad for delivering 
consistently safe and high-quality products, which has certainly contributed to 
our position as the world’s third-largest agricultural and food products exporter. 
But Canada must always meet new and emerging challenges to retain our 
status and improve our position. 
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Business Risk 
Management Programs 


An independent, third-party 
review of proposed business 
risk management programs for 
farmers has concluded that 
the new programs are more 
responsive to income drops, 
provide better stability, and 
allow for improved long-term 
planning. 


Through the Agricultural Policy 
Framework, the Government 
of Canada, provincial and 
territorial governments, and 
industry have together laid the 
foundation for a Canada-wide 
approach to enhancing food 
safety and quality. 
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Today, consumers are increasingly demanding assurances about the safety 

and quality of the food they eat. In addition, new threats to food safety are 
constantly emerging. Some other countries have responded by putting in place 
new technical requirements for trade, which could hinder Canada’s exports. To 
address the challenges facing the sector, we have to assure consumers that prod- 
ucts meet their requirements, while taking action to reduce the threat posed 
by emerging food safety problems. We also have to co-ordinate our efforts 
domestically to keep ahead of burgeoning technical issues in international trade. 


Key to Canada’s future success is our ability to assure Canadian and interna- 
tional consumers of the strength of our food safety and quality systems. 
Through the Agricultural Policy Framework, the Government of Canada, 
provincial and territorial governments, and industry have together laid the 
foundation for a Canada-wide approach to enhancing food safety and quality. 
Now, governments and industry are working in partnership to achieve the 
common goals detailed in the framework — establishing national tracking and 
tracing systems and ensuring the introduction of food safety plans across the 
food continuum, and building national systems to share information and data. 
This national foundation for enhanced food safety and quality will allow us to 
respond more quickly and effectively to issues no matter where they arise — 
and provide consumers with the assurance they seek that Canadian products 
are safe and of the highest quality. 


We have been making progress. To keep existing markets and to capture new 
ones, AAFC and federal and provincial partners have been active in the areas 
of: scientific research, certification of food safety and food quality systems, 
improved decision making and information sharing among government part- 
ners, emergency planning, and public communications. 


A crucial part of our plan is the implementation of Hazard Analysis Critical 
Control Point (HACCP)-based systems by industry. HACCP is an interna- 
tionally recognized set of principles that identify, evaluate and control food 
safety hazards. We are providing funding and technical assistance that will 
help producers develop and implement on-farm food safety systems. So far, 

19 industry groups have developed HACCP-based, good production practices 
that cover most of the major commodities, including livestock, poultry, 
horticulture and field crops. That list is expected to grow as the APF is imple- 
mented. HACCP-based programs are also being developed for post-farm food 
safety programs. To that end, AAFC has held several bilateral food industry 
association and company meetings to develop a strategy to help promote and 
develop a national tracking protocol for foods. 


DEVELOPING INTERNATIONAL MARKETS 


Given the relatively small size of our domestic consumer base, profitability for 
our sector depends on success in the export market. Internationally, free trade 
has meant opportunities for broader markets and new products. However, it 
has also brought new complexities and a more competitive and, at times, 
frustrating environment for doing business. Although tariffs may come down, 
they are frequently replaced by new technical barriers to market access for 
our products. 


Often, the actions we take at home resonate abroad, just as the challenges 

and opportunities in foreign markets influence our domestic decisions. This is 
why AAFC has put funding in place for international programs that allows a 
thorough redesign of existing activities to realize the full benefits of the improve- 
ments made under the APE All international activities are being integrated 
and geared to capitalize on the sector’s stronger reputation. We know that 
gaining recognition abroad for Canadian products and expertise will help 
maximize market opportunities, particularly in emerging markets. 


In this past year, we developed the new Canadian Agriculture and Food 
International (CAFI) Program, which was announced by the Minister of 
Agriculture and Agri-Food in March 2003. CAFI is designed to help the 
agriculture and food industries respond to global competition and increasing 
consumer demands, while assisting the sector to build strategies for success in 
international markets in the long run. The program will make available 

$26 million a year in matching funding for groups to develop long-term inter- 
national strategies and to undertake projects aimed at succeeding in world 
markets. This amount is more than double what was available under CAFI’s 
predecessor, the Agri-Food Trade Program. 


Health of the Environment To step up the adoption of 


environmentally responsible 
ENVIRONMENTALLY SUSTAINABLE AGRICULTURE farming practices, the Minister 


Canada’s reputation as a leader in environmental stewardship strengthens its of Agriculture and Agri-Food 
position in global markets, but this is much more than a marketing advantage. en 

In an industry where successful production depends on the natural environment, announced a sf 00 million 
long-term prosperity is inextricably linked to operating in an environmentally national Environmental Farm 
sustainable manner. The main goals of the APF’s environmental component 


focus on reducing the risks of agricultural practices to the environment, on Plan (EFP) initiative under 
preserving the health and quality of our land, water and air, and on ensuring : 
compatibility between biodiversity and agriculture throughout rural Canada. the APF in June 2002. 


Partnerships developed with industry groups, such as with the four partners 
in the AP2000 Greenhouse Gas Mitigation Program, help to increase producer’s 
awareness of the benefits of adopting environmentally sustainable practices. 


To step up the adoption of environmentally responsible farming practices, the 
Minister of Agriculture and Agri-Food announced a $100 million national 
Environmental Farm Plan (EFP) initiative under the APF in June 2002. 
Environmental scans, scheduled for 2003 and 2004, will identify high-risk 
areas and lead to the implementation of EFPs. Where there are identified 
environmental risks, incentives to take corrective action will be available to 
producers with EFPs. 


Working together under the Agricultural Policy Framework, governments and 
industry are looking to accelerate efforts to reduce agricultural risks and provide 
benefits to Canada’s water resources, soil, air and biodiversity. The federal 

Greencover Canada program will assist producers in reaching these goals. This 
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The federal government 
committed $60 million over 
four years to the National 
Water Supply Expansion 
Program (NWSEP) to help 
alleviate the risk of future 
water supply shortages. 


Our scientists are more actively 
teaming up with non-traditional 
partners such as the nutrition 
and medical communities and 
working more collaboratively 
with other federal science- 
hased departments to maximize 
the impact of our investments. 
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five-year program is designed to promote sustainable land use and to expand 
the Canadian land base covered by perennial forage and trees through four 
program components. 


Details of the Land Conversion component of Greencover Canada were 
announced in May 2003. This initiative provides landowners with technical 
advice and financial assistance to convert environmentally sensitive, annual 
cropped land to perennial cover. This component will provide incentives to 
convert land with severe limitations for the growing of annual crops, or land 
that has potential to be severely degraded due to wind and water erosion, 
salinisation, or loss of organic matter. The program encourages better grassland 
management, reduces greenhouse gas emissions, enhances biodiversity, 
improves wildlife habitat and protects water quality. 


Greencover’s other three components — Technical Assistance, Critical Areas, 
and Shelterbelts — will be announced as details become available. 


Just as important is the need to ensure a sufficient supply of water. The 
summer of 2002 was the driest in decades for much of Canada, with drought 
conditions affecting many agricultural regions, especially the Prairies. The 
federal government committed $60 million over four years to the National 
Water Supply Expansion Program (NWSEP) to help alleviate the risk of future 
water supply shortages. Among its long-term goals, NWSEP will work toward 
better knowledge and technology related to water supply. 


Innovation for Growth 


LEADING THE Way WITH INNOVATION 


As a science organization, AAFC assists the agriculture and agri-food sector 
through its expertise. Research provides innovative responses to a variety of 
challenges, from consumer preferences, to trade and regulatory issues, to busi- 
ness and investment trends. To support APF objectives and to address citizen 
concerns, scientific research at AAFC has been completely realigned, moving 
it from a stand-alone element to an integral component of policy, risk manage- 
ment, and marketing planning and delivery. Related research from centres 
across Canada has been clustered to enhance collaboration and use of unique 
skills. Under the new approach, our scientists are more actively teaming up 
with non-traditional partners such as the nutrition and medical communities, 
and working more collaboratively with other federal science-based depart- 
ments to maximize the impact of our investments. 


By integrating our scientific efforts into four programs, we have moved from a 
facility-based regional structure to one that is horizontal, team-based with a 
national focus: 


¢ For Environmental Health research, the Environment Team is working with 
partners to move forward on commitments to curb the effects of agriculture 
on the environment. 


¢ Research in Sustainable Production Systems by the Innovation and Renewal 
Team is aligned to improve the sustainability of production systems. This 
research is supporting our drive to create an agriculture and agri-food sector 
better poised to adapt to challenges and plan for upcoming seasons. 


¢ Bioproducts and Bioprocesses research, also by the Innovation and 
Renewal Team, concentrates on the study of the structure and function of 
genes (genomics) in species of strategic economic significance to Canada. 
To open new doors for the sector, research is turning to innovative and 
alternative uses for agricultural and agri-food products. 


e Food Safety and Quality research by the Food Safety and Quality Team is 
putting significant emphasis on ensuring the safety and quality of Canadian 
agriculture and agri-food products. Working nationally, the Canadian 
agriculture and agri-food production chain can be made secure as a single 
mechanism, further ensuring there are no gaps in safety. 


RENEWAL OPPORTUNITIES 


Along with advances in science and technology, the information revolution is 
also transforming the agricultural industry at an ever-increasing pace. This 
presents new management challenges and opportunities for producers, who, 
more than ever, recognize the importance of continuous learning to keep pace 
with change. Also, as farm operations become larger and more complex, 
producers are finding it necessary to renew their approach to their business 
operations, and to devote more effort to planning and management. 


A key element of Renewal programming is the development of the Canadian 
Farm Business Advisory Services (CFBAS) that will help producers access a 
network of consultants, including business management specialists, agricultural, 
technical and marketing specialists, that provide information farmers can use 
when making decisions related to their business. 


Among the tools developed under Renewal are a benchmark Web site that 
allows farmers to compare financial performance of their operations with those 
similar in size and scope, and a one-stop Web site with links to government serv- 
ices and programs, mentoring sites and other farm management information. 


Progress is also being made toward a new human resources sector council 
initiative for agriculture. The initiative flowed from the observation that other 
industries, similar in structure to agriculture, have benefited from a 

sector council to address human resource issues. With funding available for 
new sector councils, Agriculture and Agri-Food Canada has collaborated with 
Human Resources Development Canada and the sector to begin the process of 
establishing a sector council for agricultural producers. A pre-feasibility study 
determined that there is sufficient industry support for such a council. As a 
result, the first industry conference to discuss the formation of the council will 
take place in November 2003. 
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A key element of Renewal 
programming is the 
development of the Canadian 
Farm Business Advisory 


Services (CFBAS). 


Another Renewal program being developed will offer assistance for skills 
development and access to training that could result in increased on- or 
off-farm income. Assistance will be provided to access training in areas such as 


AAFC has organized its science business management, accounting, finance, human resource management, or 


activities in four programs: 


(1 
(2 


Systems; (3) Bioproducts and 


training for other employment. 


) Environmental Health: Renewal approaches industry skills and lifelong learning challenges from many 
: . other directions. The Canadian Farm Business Management Council, which is 
Sustainable Production funded by Renewal, invests in producer skills through conferences, mail outs, 


the farmcentre.com Web site, and video products. AAFC, in partnership with 
the Association of Canadian Community Colleges (ACCC), is also studying 


Bioprocesses; and (4) Food college activity in relation to APF elements, keeping in mind provincial juris- 


dictions, as well as identifying areas in which the ACCC could advise the 


Safety and Food Quality. Department on program development. 


is 


Exernat User Fees 


As stated in budget 2003, the proposed External Chara Policy establishes the basis for the inroved reporting of user er charge information| : 
This is in line with the broader budget theme of improving transparency and accountability to Parliament and the public. As an initial step 

under the improved reporting initiative, all departments and agencies with external charging activities must complete the ae ompse . 
for External Charging Information. AAFC’s oe oe i Information e can be found on page 68 of epi a8 . a 


ACCURACY AND CREDILITY OF THE Department s Fru hromwaron 


AAFC strives to maintain both accuracy and shocouahnee in repoting of fitaidil pioniatan. This is key as cn fi mae wableg vioviie? a irk | 
to, and closure on, the financial appropriations that were given to the Department and as such, are an essential component of being account- : : 
able to Parliament. Where possible, factual, independently verifiable information is used to support performance assertion, however, AAFC 

does not restrict itself to that which can be known with absolute certainty and measured precisely. Rather, it acknowledges that some of ee 
information reported will be less reliable than the rest. AAFC is confident in the reliability of reported information. Any significant caveats or 
limitations that might reasonably influence the judgments of Canadians are identified. Changes tor resource e allocations are noted and explained : 
as well as lee changes ds have occurred from ae to ee ae 


Our apr Framework 


Implementing a new policy architecture for the 21st century was not something 
that could be done meaningfully without a major shift in all areas of the 
Department, moving from an activities-based to an outcomes-based way of 
operating. The management foundation of AAFC has been strengthened 
through new organizational structures, new management processes, and an 
evolving set of organizational values. 


A TEAM-BASED, RESULTS-BASED DEPARTMENT 


All of AAFC’s resources have been realigned to support the new policy direction, 
and our work is organized in teams that are delivering APF priorities. There 
are five horizontal teams: Business Risk Management, Food Safety and Quality, 
Innovation and Renewal, Environment, and International Issues. In our science- 
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based department, research is now an integral part of policy and is a key 
component of these teams. This team-based way of working fosters relationship- 
driven collaboration and decision making, and enables the Department to 
focus effectively on current and emerging priorities. 


Supporting functions within the Department have been reorganized and 
redesigned by the creation of enabling teams that provide various types of 
corporate and other support to help achieve APF goals. Centralized corporate 
services was part of the work undertaken at AAFC to examine all processes 
and start the work to align them to create powerful, cohesive decision support 
for management. 


Both horizontal and enabling work is articulated in detailed outcome-based 
projects that identify deliverables, linkages, performance indicators, risks, etc. 
Work has also started to align and then connect all projects with financial, 
human resources and other information. Further, an innovative Risk-Based 
Audit Framework (RBAF)/Results Management and Accountability Framework 
(RMAF) was prepared for the entire APF, bringing a high degree of rigour and 
integration to the results-based way we manage at AAFC. 


STRENGTHENED, COHESIVE Decision [MIAKING 


The Department’s collaborative, relationship-driven way of working includes 
the most senior levels of management. Assistant deputy ministers work togeth- 
er as members of boards of directors that oversee and co-ordinate the work of 
teams. In this way, there is collective accountability for results and improved 
decision making. 


To support this approach, the Department undertook extensive work to select 
indicators with which to measure performance, and considerable progress has 
been made in improving information technology systems. Work in this area is 
also moving the Department toward a decision support system where managers 
have complete, current, and relevant information and are therefore better 
equipped to manage resources effectively and efficiently while delivering best 
business results. 


To this end, the Department advanced considerably this past year in managing 
information about our current and future human resource requirements. 
Through various initiatives, we improved our understanding of our human 
resource needs. 


IMPROVED Risk IVIANAGEMENT 
In addition to the Risk-Based Audit Framework (RBAF) that was completed 


for the APF, the Department also completed a corporate risk assessment in the 
past year that has served to heighten awareness and focus action to manage 
risks. Corporate risk information was used to inform audit and evaluation plans 
and also helped inform management decisions with respect to resource alloca- 
tion. Preparation for a more comprehensive risk management process for the 
coming year was also begun. 
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AAFC’s horizontal teams are 
Business Risk Management, 
Food Safety and Quality, 
Environment, Innovation and 
Renewal, and International 
Issues. 


AAFCs enabling teams 

are Assets Management, 
Communications and 
Consultations, Finance, Human 
Resources, Information 
Systems, Policy and Planning, 
and Program Delivery. 


The extensive efforts made 
would not have been possible 
without the support and 
co-operation of the provinces 
and territories, and the 
invaluable input received from 
stakeholders in all areas of 
the agriculture and agri-food 
sector during consultations. 
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Conclusion 


Intense work with partners has positioned AAFC to deliver on the APE From 
the preparations leading up to the June 2002 announcement of the compre- 
hensive framework agreement to the detailed development of the program 
elements, to the changes in the Department’s management framework, signifi- 
cant progress has been made. We worked within our own government and with 
other governments and partners to design ground-breaking implementation 
agreements to deliver APF programs. These programs will help take Canadian 
agriculture into a future of social, economic and environmental prosperity. 


The work to make the transition to a set of business risk management programs 
that for the first time incorporate disaster relief assistance is a significant shift 
that strengthens the foundation for financial security of the sector. Without 
question, our ongoing work with partners in improving Canada’s food safety 
and quality assurance systems is a key priority for consumers for reasons of 
health and quality of life, and for the sector for reasons of economic prosperity. 
The work we have begun will help establish and maintain a reputation for 
Canadian food products as safe and of the highest quality. 


The progress we have made in detailing the environmental elements of the 
APF also lays the groundwork for satisfying consumer and citizens’ interests in 
a healthy environment. The programs AAFC is developing to protect our 
land, water, air, and biodiversity, throughout rural areas, are merely the begin- 
ning of our efforts to conserve and improve on our use of the environmental 
resources Canada is fortunate enough to have. 


The basis for our new technologies, our knowledge, and the source of our 
strength to move in new directions comes from our engagement in scientific 
and innovative progress. We have realigned our scientific research with the 
priorities of the APF in order to build a national approach. The work in devel- 
oping renewal programming is also future-focussed, aimed at capitalizing on 
new opportunities. 


The extensive efforts made would not have been possible without the support 
and co-operation of the provinces and territories, and the invaluable input 
received from stakeholders in all areas of the agriculture and agri-food sector 
during consultations. Working with its partners in this past year, AAFC has 
taken the necessary steps toward improving the security of the food system, the 
health of the environment and the realization of growth through 

innovation. 


AGRICULTURE AND 
Acri-Food CANADA $ 
PERFORMANCE HIGHLIGHTS 


The following section highlights AAFC’s achievements as they relate to the In our continuing effort to 
strategies identified in the 2002-2003 Report on Plans and Priorities. eels eS ; 

provide Canadians with 
Further information on our commitments and priorities can be found on our 
Web site at http://www.agr.gc.ca/dpr-rsr/2002. 


AAFC’s Strategic Outcomes 2002-2003 mene emitnata 


d key out : 
TotaL DEPARTMENTAL EXPENDITURES ZN ALL ae 


In the fiscal year 2002-2003, the Department spent $2,692.3 million (net) to 
achieve our three Strategic Outcomes. Detailed financial tables are included in 
Appendix 1 of this report. The following graphs provide an expenditure profile 
by type and by allocation against the strategic outcomes. 


Tora Deparrmentat Net Expenorrures ey Strarecic Outcome ($ wiLtions) 


STRATEGIC OUTCOME PLANNED SPENDING PLANNEDFTEs  ToTat AuTHoriTicés ACTUAL SPENDING — AcTUAL FTES 
Security of the Food System 1,280.4 1,261 . 2,231.4 2,120.5 1,865 
Health of the Environment (158.1 1,441 212.1 204.7 1,617 
Innovation for Growth 0 2820 374.7 367.1 2,283 
Total Department ; | | 


Note: FTEs = Full-time Equivalents 
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Figure 1: EXPENDITURE PROFILE BY EXPENDITURE TyPE — Gross ($ MILLIONS) 


In 2002-2003, $2,064.9 million was spent on 

grants and contributions, including statutory 

payments, $45.1 million on capital and Transfer Payments — $2,064.9 million 
$620.4 million on operating. Respendable 

revenues totalled $38.0 million, resulting Capital — $45.1 million 
in total net expenditures of $2,692.3 million. 


Operating — $620.4 million 


Actuat 2002-2003 Totat $2,730.3 miuuioN 


Figure 2: EXPENDITURE PROFILE BY StraTEGiC Outcome — Gross ($ MILLIONS) 


Last year, $2,144.8 million was spent on 

Security of the Food System, $218.3 million 

on Health of the Environment and Security of the Food System — $2,144.8 million 
$367.1 million on Innovation for Growth. 


Health of the Environment — $218.3 million 


Innovation for Growth — $367.1 million 


Actuat 2002-2003 Torat $2,730.3 minuion 
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Performance Accomplishments 


SECURITY OF THE FooD SYSTEM 


MAKING CANADA THE WORLD LEADER IN PRODUCING, PROCESSING AND DISTRIBUTING SAFE AND 
RELIABLE FOOD TO MEET THE NEEDS AND PREFERENCES OF CONSUMERS. 


FiscAL YEAR Gross SPENDING ($ MILLIONS) 


Planned Actual 
$ millions FTEs $ millions 


The agriculture and agri-food industry is already a key part of Canada’s economy, 
employing one out of every seven Canadians and accounting for more than 
eight percent of our gross domestic product. The sector also makes a substan- 
tial contribution to the country’s quality of life, delivering products that make 
a difference in the day-to-day lives of Canadians. 


To realize the industry’s full potential, producers need a firm base on which to 
operate now and plan for the future. At the same time, the agriculture and 
agri-food sector needs confident customers to buy products; without them, the 
sector will be destined to struggle. Success, both now and in the future, will 
come from having a secure food system; one that is both reliable for consumers 
and profitable for those in the sector. 


FACING CHALLENGES IN THE MARKETPLACE AND NATURAL Risks 


Global agriculture underwent a radical transformation in the latter half of the 
20th century, to a great extent because of innovation. While productivity 
improvements and innovative advances in technology are assets to the indus- 
try, the flip side is that they have also led to a sustained, long-term decline in 
most agricultural commodity prices. Domestic support payments, particularly 
those in the United States and the European Union, also contribute to lower 
prices. Unfair trade practices by other countries can hurt Canadian farmers in 
the pocketbook by limiting access abroad for Canadian products. 


In addition to market-based challenges, Canadian farmers have always dealt 
with a number of risks to their incomes from natural phenomena such as 
drought, floods, hail and insects. Today, farmers must also protect their opera- 
tions from the threat of exotic pests and fast-moving diseases, many of which 
can be attributed to the globalization of the market. 
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Taken together, the improve- 
ments AAFC has made and is 
making to business risk 
management, food safety 
and quality, and international 
competitiveness form a 
comprehensive platform to 
help farm operations hecome 
more profitable for the 

long run. 


| AAFC 2002-2003 Estimates 


This market expansion has meant that competition is getting tougher. Farmers 
and food companies compete not only for existing customers, but for other 
potential clients in the global marketplace of six billion people. As consumers 
increase their spending power, they are asking more of their food supply, in 
terms of greater safety and quality, and choice. Indeed, it is consumers who are 
now setting the agenda for the agriculture and agri-food industry, both domes- 
tically and internationally. All agricultural trading nations, including Canada, 
have a responsibility to prove that the good things they are saying about 

their food supplies are in fact true and can be proven in a clear, scientific way. 


MANAGING RISKS AND CREATING OPPORTUNITIES 


In today’s challenging business environment, security in the food system can 
best be achieved through a combination of risk management and opportunity 
creation. Farmers need forward-looking risk management programs that 
stabilize incomes and are proactive, heading off problems rather than just 
responding to them. To maintain consumer confidence, the sector needs systems 
in place to minimize food safety risks and demonstrate to their customers how 
Canada’s already strong reputation for food safety is being enhanced. Also, the 
sector needs to expand the reach of our exports by achieving better recognition 
of Canada’s leadership position in world agriculture and by improving market 
access for Canadian products. 


Taken together, the improvements AAFC has made and is making to business 
risk management, food safety and quality, and international competitiveness 
form a comprehensive platform to help farm operations become more prof- 
itable for the long run. 


The Department, through the Canadian Adaptation and Rural Development 
(CARD) Fund, ensures that the sector has the tools it needs to adapt to a 
continuously changing market and technical environment. CARD supports 
Canadian producers in pursuing the operation of competitive, viable businesses 
or finding alternatives. It has also been instrumental in providing a foundation 
from which to build the Department’s Agricultural Policy Framework. Through 
its third-party delivery design, its governance and performance management 
framework, CARD has engaged the agricultural and agri-food sector in identi- 
fying issues, realizing opportunities and developing best practices. It supports 
the Canadian On-Farm Food Safety Program (COFFSP) and the Canadian 
Food Safety Adaptation Program (CFSAP). These programs strive to develop 
food safety strategies, provide information on and opportunities for Hazard 
Analysis Critical Control Point system (HACCP)-based food safety initiatives 
on the farm and in the production chain respectively to be implemented. 
Included among CARD funded programs is the Global Food Animal Residue 
Avoidance Database (gFARAD), an information system that provides 
Canadian veterinarians and producers with information to ensure the prudent 
use of livestock medicines on farms. 


CARD works with 14 adaptation councils representing all provinces and 
territories to give industry an important role in deciding how funds are to be 
spent. It is also partnering with provinces, territories and industry to participate 
in and fund 36 national initiatives to provide access to programs and services 
that improve the business and technical skills of producers and, in doing this, 
lead to greater opportunities both on and off the farm in rural and urban 
communities. 


BuILDING A More PRoritable AGRICULTURE AND Acri-Foop Sector 


Central to the structure of a strong, secure food system is the APF’s business 

risk management (BRM) element. Under BRM, AAFC is aiming to put in 
place improved risk management tools and programming to assist producers in 
mitigating a wide range of risks that affect the income potential of their farms. 


In 2002-2003, we went a long way to enhancing producers’ capacity to manage 
risk by designing an integrated business risk management framework. Using 
the Net Income Stabilization Account (NISA) and crop insurance as the 
cornerstones, a common risk management program structure is to be imple- 
mented across the country to ensure that farmers in similar circumstances 
receive similar treatment. 


In addition, this framework offers a striking example of achieving results by 
working in partnership with provincial and territorial governments, and the 
sector. Designed with the input of stakeholders, the new approach is addressing 
gaps and overlaps in current programs, while seeing to it that their strengths are 
incorporated in new programming. 


With this framework laid out, another major step forward was the development 
of the new Canadian Agricultural Income Stabilization (CAIS) Program. The 
new program, which was worked out jointly with the provinces and territories, 
with input from producers, will replace the existing NISA and Canadian Farm 
Income Program (CFIP) by combining both stabilization and disaster coverage 
in one program. For producers, the integrated program will mean not only 
greater stability, but less administrative work and therefore, cost-savings. 


Producers of milk, poultry and eggs continue to use supply management to 
stabilize their revenues rather than the programs mentioned above. The supply 
management system benefits from ongoing commitments from governments 
and provides the dairy, poultry and egg sectors with a tool to manage their 
business risks effectively. 


ENHANCING Food SAFETY AND QUALITY 


A different type of risk in the industry is represented by public concerns about 
food safety. If we are to keep current customers and attract new ones, safety 
must be viewed as a paramount priority through the entire food chain, 
including the farm. To this end, under the APF’s Food Safety and Quality 
component, AAFC will continue to help industry implement control systems 
at every stage of production and put in place comprehensive tracking systems 
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Canada’s 4 percent share of 


world agri-food trade is rising 


Since the 1970s, agriculture 
and agri-food exports have 
commanded between a 

3 percent to 4 percent share 
of world exports. Canada’s 
share has been rising 

since 1990. 


Source: Food and Agriculture 
Organization of the United Nations 
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so that problems can be quickly identified and effectively contained. Recently 
these systems were put to the test when a single case of Bovine Spongiform 
Encephalopathy (BSE) was discovered in Alberta. The ability of AAFC and 
its portfolio partner, the Canadian Food Inspection Agency, to manage this 
situation has served as evidence that the programs under the APF are leading 
the Department in the right direction to protect the security of the food system. 
It also showed that the sooner these programs can be made fully operational, the 
sooner Canadian products will be recognized globally as stemming from the 
safest food system possible. 


For their part, farmers and others in the food system are always looking for new 
tools to make our food safer and better. With this in mind, in consultation 
with industry, we began the final draft of the program manual and terms and 
conditions for an on- and off-farm food safety and quality program; this draft is 
still in development. As well, we made important progress on a draft discussion 
paper for the development of a national tracking protocol for foods. 


Encouraging collaboration among governments and various sectors of the 
agri-food industry on food safety, quality and tracking issues is essential for 
achieving an integrated approach to system development and implementation. 
Industry players include over 19 national commodity organizations and over 
50 national associations representing groups such as the transportation, retail, 
food service, importation, distribution and manufacturing sectors. 


ADVANCING THE SECTOR'S INTERESTS 


The improvements under Business Risk Management and Food Safety and 
Quality are creating a solid foundation for success. To take full advantage of 
the APF’s benefits, the next step is to strengthen Canada’s market development 
capacity and gain recognition for our world-leading capabilities to meet the 
demands of increasingly competitive global markets. 


Achieving marketing excellence begins with collaboration. The details of our 
international programming are being worked out in partnership with the industry. 
This dialogue is taking place through the value chain round tables created by 
AAEC. Organized by major commodity, the round tables bring together a cross- 
section of senior industry representatives — producers, processors, further 
processors — with senior federal and provincial officials, and other experts, such 
as scientists, to work toward future market success. The pork, beef and special 
crops round tables are facilitating marketing efforts in their respective sectors. 


We are also advancing the sector’s interests through trade advocacy and trade 
negotiations in an effort to provide Canadian producers and processors with a 
more level playing field and maximum access to world markets. In 2002-2003, 
AAFC moved forward in agricultural trade negotiations, such as the World 
Trade Organization (WTO), the Free Trade Area of the Americas (FTAA) 
and various regional and bilateral agreements. In the WTO agriculture 
negotiations, Canada worked closely with Cairns Group members and other 
countries to maintain a high level of ambition in agricultural trade reform, and 
tabled submissions covering all aspects of Canada’s negotiating position proposing 
how this could be achieved. 


[MAKING THE TRANSITION TO A More Secure Food System 


Through the APE we are working with industry to put the right production 
system and the right international strategy in place so that Canadian agriculture 
can capture markets, beat the competition and increase profitability. At the 
same time, we know that such a massive updating of policies and programs 
cannot be effected overnight. For example, the transition to new business risk 
management programming will be gradual, to give producers an opportunity to 
become familiar with the new features. The existing NISA and CFIP paid out 
benefits for 2002. The new programs will become available in the future as all 
the necessary information to calculate benefits is collected. 


A secure production system also involves ensuring safety and quality from field 
to fork. AAFC is working with farmers and the industry to build on existing 
food safety measures, while pursuing new initiatives to enable the tracing of food 
products back to the farm, improve food quality and share critical information. 
These programming elements will be supported by activities such as conducting 
innovative research to address knowledge gaps and provide essential tools and 
technology, and enhancing collaboration with federal players, including the 
Canadian Food Inspection Agency and Health Canada. 


DETAILED Results 


The section that follows outlines the results achieved on commitments made 


in the 2002-2003 Report on Plans and Priorities. 


AAFC is working with farmers 
and the industry to build on 
existing food safety measures, 
while pursuing new initiatives 
to enable the tracing of food 
products back to the farm, 
improve food quality and 
share critical information. 
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Business Risk (IANAGEMENT 


CoMMITMENTS 


Design and build the infrastructure needed to improve risk management program delivery. 
Ensure that the sector has the tools to adapt to a continuously changing market and technical environment. 
Provide producers with access to programs and services. 


RESULTS 


Designed integrated business risk management program framework. 


Reached bilateral/multilateral agreements on integrated business risk management (BRM) programming (with provinces and territories) 

which, as one program would incorporate: 

— Net Income Stabilization Account (NISA)— The enhanced NISA, including its redesigned stabilization, has been renamed Canadian 
Agricultural Income Stabilization (CAIS) Program. 

— Transition — A new risk management bridging package was developed while the transition is made from NISA to the CAIS Program. 

— Transition of Provincial Programs — A transition plan was developed for existing provincial programs that did not conform to the require- 
ments of the Agricultural Policy Framework 

Reviewed and developed additional and complementary BRM programming elements including: 

— An integrated, peril-based policy and program approach to disaster assistance 

— Financial Guarantee Programs reviewed ensuring integration within the BRM program framework. 

Held successful negotiations with the provinces focussing on a common service delivery approach and sharing of existing data sources. 


Through the Canadian Agricultural Safety Program (CASP), increased the use of farm safety best practices. 
WWww.agr.gc.ca/progser.casp_e.phtml 

Through the Farm Debt Mediation Service and Farm Consultation Service, increased the number of farm families able to meet their 
financial obligations. 

Continued to offer its lending programs — the Advance Payments Program (APP), Spring Credit Advance Program (SCAP), Price Pooling 
Program (PPP), and the Farm Improvement Co-operatives Loans Act (FIMCLA) — which provided approximately 85,000 producers with 
access to loans of approximately $1.6 billion 


These results contribute to the Strategic Outcomes: Security of the Food System and Innovation for Growth 
EXPECTED BENEFIT TO CANADIANS 


AAFC’s risk management programs facilitate the sharing of the risks of farming, reducing the likelihood that short-term financial difficulties will 
cause farms to go out of business. The resulting financial stability leads to a more economically secure food system — with a relatively stable 
and affordable supply of food. 
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Foon Sarety AND QUALITY 


COMMITMENTS 


Design and implement systems to enhance food safety. 


RESULTS 


Implemented the retail food Hazard Analysis Critical Control Point (HACCP) System. Gal 
Developed and implemented a food industry engagement strategy based on the Food Safety and Quality components of the APF. 


Promoted and developed a national tracking protocol for foods. 

Laid the foundation for a national initiative to facilitate industry development and implementation of food safety and quality systems 
throughout the sector by establishing the following priorities: 

— to protect human health by reducing exposure to hazards; 

— to increase consumer confidence in the safety and quality of food produced in Canada; 

— to increase industry's ability to meet or exceed market requirements; and 

— to provide value-added opportunities through the adoption of food safety and quality systems. 

Developed an integrated approach to program design and delivery that is national in scope and relies on industry value chains to ensure 
that system development for food safety, quality and traceability occurs from producer to consumer. 


These results contribute to the Strategic Outcomes: Security of the Food System and Innovation for Growth 
EXPECTED BENEFIT TO CANADIANS 


By facilitating enhancements to food tracking and tracing systems, the impact of unsafe food can be minimized, reducing illness and re-estab- 
lishing access to a safe supply of food. Research into how to improve the safety and quality of food leads to healthier food. Safer, higher quality 
Canadian food will expand our markets abroad, leading to increased economic growth that benefits all Canadians. 
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SCIENCE AND INNOVATION 


ComMMITMENTS 


¢ Continue to develop knowledge and technology. 
¢ Continue a collaborative approach to develop successful, science-based positions on technical trade issues in international agreements. 
RESULTS 


¢ Launched the Canadian Global Food Animal Residue Avoidance Database (gFARAD) in October 2002 providing timely information to 
veterinarians. www.agr.gc.ca/card-fcadr/national_initiatives/year5.phtml 


Built interdepartmental consensus to advance negotiation of bilateral arrangements with major importing countries to address their trade 
concerns with respect with the Cartegena Protocol and prepared for the possible First Meeting of the Parties. 


Contributed to the advancement of a number of technical trade issues such as: 

— Focussing Technical Barriers to Trade (TBT) discussions on a broad range of labelling issues of relevance to the Agricultural Policy 
Framework, which could limit or expand international opportunities, such as eco-labelling, animal welfare labeling, country of origin 
labeling, and labeling of food derived from biotechnology. 

— Discussions regarding the health of plants and their infestation, etc. — sanitary and phyto-sanitary (SPS) — including safety issues, 
quarantine regimes, safety approvals and procedural committee issues such as special and differential treatment, technical assistance, 
increased transparency, and equivalence. www.agr.gc.ca/itpd-dpci/english/topics/sps.htm 

— Making of a coalition approach at The World Trade Organizations’s council on Trade-Related Intellectual Property Rights (TRIPS Council) 
on a low cost, voluntary registry system for wines and spirits and strengthen the alliance between new world wine producing countries 
to achieve a voluntary multilateral registry for wines and spirits and meet Canada’s Doha commitments. 

— Discussions at the Committee on Trade and Environment (CTE) of the World Trade Organization (WTO) to link trade and environment obli- 
gations, especially the effect of environmental measures on market access, the labelling for environmental purposes and multilateral 
environmental agreements (MEA). Also, initiated industry consultations on an EC-led proposal to extend enhanced protection to a broad 
range of agri-food products in the area of geographical indications. 


These results contribute to the Strategic Outcomes: Innovation for Growth and Security of the Food System 
EXPECTED BENEFIT TO CANADIANS 


Increasing knowledge management will lead to a more efficiently operating sector, and position professionals in the agriculture and agri-food 
sector to make better informed decisions, manage risks, and predict outcomes. Advancing technology and technical trade issues gives 
Canadian producers the opportunity to increase their marketability and increase the profitability of the sector, as well as penetrate new and 
emerging markets. A more economically successful sector contributes more to the economic growth of the country, increasing the quality of 
life in Canada. 
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ENVIRONMENT 


ComMMITMENTS 


¢ Continue to work with partners on comprehensive farm environmental planning. 
RESULTS 
¢ Ensured a nationally consistent approach to Environmental Farm Plans (EFPs) by establishing, through consultation with industry, provinces, 


other government departments and non-governmental organizations, a set of principles and list of components required in 
a federally funded EFP program. 


These results contribute to the Strategic Outcomes: Health of the Environment, and Security of the Food System 

EXPECTED BENEFIT TO CANADIANS 

Environmental farm planning will lead to more sustainable environmental practices, which can improve the quality of food produced and 
reduce the impact on surrounding communities. Many consumers are willing to pay a premium for food produced in manner that reduces the 


impact on the environment or is organically produced. Taking advantage of this broader market also increases the economic security of the 
food system. 


INTERNATIONAL 


CoMMITMENTS 


Cultivate strategic alliances with like-minded developing countries. 
Develop and implement a strategy for broader consultation on trade issues. 
Pursue regional and bilateral trade agreements. 
Continue to build international support for Canada's trade policy objectives. 
Continue to strive for stronger trade rules and a level playing field. 

RESULTS 


Obtained demonstrable support among a number of WT0 members for Canada’s objectives. 


Advanced fully informed negotiating proposals advanced in the WTO negotiations as a result of the creation of the Agriculture Trade 
Negotiations Consultation Group, ensured stakeholder engagement in the negotiations through regional information sessions and 
distribution of comprehensive information updates on WTO negotiations. 


Ensured that key elements of Canada’s negotiating objectives were incorporated in the second draft of the consolidated FTAA text. 
Submitted Canada’s first tariff offer within the market access negotiations of the FTAA process on February 16, 2002. 


Obtained demonstrable support among a number of FTAA members and Canada-Central America Four countries for some of Canada’s 
negotiating objectives in WTO negotiations. 

Allocated $600,000 in 2002-2003 to fund trade advocacy activities. As a result, AAFC officials were able to promote Canadian trade policy 
and build a network of strategic alliances within a variety of international forums. 


In the WTO agriculture negotiations, Canada worked closely with Cairns Group members and other countries to maintain a high level of 
ambition in agricultural trade reform and tabled submissions covering all aspects of Canada’s negotiating position proposing how this could 
be achieved. 


These results contribute to the Strategic Outcomes: Innovation for Growth and Security of the Food System 
EXPECTED BENEFIT TO CANADIANS 


The development of markets abroad and work to remove distortions in trading practices help Canadian producers sell more abroad. 
The increased demand for Canadian food creates more jobs and increases the economic strength of the country. 
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HEALTH OF THE ENVIRONMENT 


MAKING CANADA THE WORLD LEADER IN USING ENVIRONMENTAL RESOURCES IN A MANNER THAT 
ENSURES THEIR QUALITY AND AVAILABILITY FOR PRESENT AND FUTURE GENERATIONS. 


FISCAL YEAR Gross SPENDING ($ MILLIONS) 
Planned Actual 


$ millions . FTEs = $ millions 


172.4 218.3 1,617 


Canadian farmers are deservingly regarded as good stewards of the land. As an 
example, more producers are using reduced tillage as a management technique to 
conserve and increase soil organic matter, reduce wind erosion and save moisture. 


THE RELATIONSHIP OF FARMING TO THE ENVIRONMENT 


Farming has undergone significant changes in recent years. Today, producers 
are adapting to evolving market conditions, adopting new production tech- 
nologies and shifting toward larger, intensive operations. 


At the same time, public concerns for improved environmental management 
have risen. Consumers are demanding that their food be produced in a way 
that does not harm the environment. Some communities are concerned about 
the impact of agricultural practices on the water, air and other resources they 
share with agriculture. And all Canadians, in both urban and rural communi- 
ties, expect industries to act in an environmentally sustainable fashion and 
conserve Canada’s resource base for the future. 


AAFC has co-ordinated its work to protect the health of the environment 
through its sustainable development strategy. As a government-wide initiative 
to protect and preserve Canada’s environmental welfare, the sustainable 
development strategy is a perfect match for the initiatives undertaken in the 
APE The sustainable development strategy provides AAFC with the opportu- 
nity to showcase with greater detail the initiatives, innovations, education and 
awareness programs, and policy changes that have helped the Department 
progress toward a strong future. 


HIGHER STANDARDS MEAN GREATER BENEFITS FoR CANADA 


AAFC’s goal is to make Canadian agriculture the world leader in using envi- 
ronmental resources in a manner that safeguards their quality and availability 
now and for future generations. Our efforts are geared toward encouraging 
farmers to adopt better farming practices to protect soil, water and air quality, 
and conserve biodiversity. In becoming more sustainable for the long run, the 
agriculture and agri-food industry will be building on the high quality of life 
Canadians know today. 


In fact, environmentally sustainable production will benefit the economic 
prosperity and social well-being of Canada in both obvious and less known ways. 
As a country, we will enjoy a safe and high-quality supply of food and other 
agricultural products. Canadians can be assured that their water and air are 
clean and the products they purchase are being produced in an environmentally 
sound way. At the same time, AAFC’s work in the area of soil quality, for 
example, will yield better water retention and filtration, and, through carbon 
sequestration, the reduction of the greenhouse effect. Moreover, the jobs of 
agricultural and agri-food workers and the well-being of their families will be 
safeguarded. 


New Toots AND PRACTICES 


Through the Agricultural Policy Framework (APF), we are introducing new tools 
to foster environmentally sound production practices, while gaining a better 
understanding of the relationship between agriculture and the environment. 
At the same time, we are focussing on conserving and enhancing biological 
resources, exploring the links between food safety and agricultural production, 
and incorporating environmental performance into market development 
initiatives. 


THREE STRATEGIES: INCREASED AWARENESS, UNDERSTANDING AND RECOGNITION 


Our efforts to help manage and protect agriculture’s natural resources coalesce 
around three major strategies. 


The first strategy involves achieving greater environmental awareness and 
increased adoption of environmental stewardship practices by the sector. 

To this end, the Department is continuing to work in partnership with the 
sector, provinces and territories to develop and implement comprehensive 
Environmental Farm Plans (EFPs). In 2002-2003, a national environmental 
farm plan initiative was put in place to support the development and delivery 
of EFPs across Canada. To ensure a nationally consistent approach, a set of 
principles and a list of components required in a federally funded EFP were 
established through extensive consultations with industry, provinces, other 
federal government departments and non-governmental organizations. 

We are aiming to see environmental planning as part of the regular business 
of operating farms within five years. 


Second, we are improving our ability to understand and measure the impact 
of agriculture on the environment. The National Agri-Environmental 

Health Analysis and Reporting Program (NAHARP) allows us to link agri- 
environmental indicators with, for example, economic information, to project 
future environmental outcomes and contribute to the assessment of current 
and planned programs and policies. Through NAHARP, the first Technical 
Workshop was held that provided an opportunity for more than 70 experts 
(including departmental leaders of NAHARP activities) to meet and exchange 
views on various aspects of the program. NAHARP also contributed to hosting 
an Organisation for Economic Co-operation and Development (OECD) 
Expert Meeting, in the National Capital Region, on the topic of Indicators for 
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Ministers of agriculture have 
committed to work together and 
with industry toward a set of 
common goals for improving 
environmental performance on 
farms. These meaningful and 
measurable goals aim to achieve 
improvements in the quality of 
Canada's water, soil and air, and 
in biodiversity. Specific areas 
where progress toward these 
goals could be demonstrated are 
- Air: Reduce agricultural 
risks to the health of air 
and the atmosphere 
- Water: Reduce agricultural 
risks to the health of water 
resources 
- Soil: Reduce agricultural 
risks to the health of soils 
- Biodiversity: Ensure com- 
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biodiversity and agriculture. 
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Soil Carbon Content. Experts from more than 20 OECD countries participated 
in this event and worked together to identify a common approach for develop- 
ing indicators related to that issue. Canada also participated in an Expert 
Meeting on Soil Erosion and Soil Biodiversity that was hosted by Italy. 


By implementing these Two programs initiated in 2002-2003 contribute further to AAFC’s compre- 
hension of the agriculture-environment relationship. The National Agri-climate 
Strategies under the APF we Information Service (NAIS) is helping farmers to adapt better to climate vari- 
: ability. For example, NAIS is involved in a project that provides for sharing of 
will further our work on information and technology, and improved identification of areas at risk of 
environmentally responsible drought. The National Land and Water Information Service (NLWIS), launched 
this past year, will develop and produce information and tools, as well as 
production. on-line access to detailed geographical information. Using this information, 
farmers can make more environmentally sound decisions about land use. 


The third strategy is to gain increased recognition of Canada as a leader in 
environmentally responsible food production. In delivering on this strategy, 
the Department continued to develop its environmental policies and activities 
through APF environmental implementation agreements with the majority of 
provinces and territories. Also this past year, AAFC renewed participation in 
the Canada—Ontario Agreement respecting the Great Lakes Basin Ecosystem. 
The Department has 12 commitments to address many of the agricultural 
concerns in the basin, including pesticide reduction and the development of 
agri-environmental indicators. 


By implementing these strategies under the APE, we will further our work on 
environmentally responsible production and show Canada and the world that 
Canadian producers take their role as environmental stewards very seriously. 


Our PARTNERS 


We are pursuing our environmental priorities in partnership with representatives 
of the agriculture and agri-food sector, other federal government departments, 
provincial and territorial governments, and environmental non-government 
organizations. This collaboration is having a positive influence on program 
design and is helping to develop a seamless approach to the management of 
agricultural resources in Canada. 


Five federal departments with an interest in natural resources continued to work with each other on projects related to sustainable develop- 
ment under the SNR umbrella. 


Working groups of representatives from Agriculture and Agri-Food Canada, Environment Canada, Fisheries and Oceans Canada, Health Canada 
and Natural Resources Canada made progress on a number of products and activities. On the communications front, these included the 
creation of new television products with the Discovery Channel and the Green Channel, and the launch of teacher's guides on the 
www.durable.gc.ca Web site. 


In addition, AAFC scientists and science teams were among the winners of the 2002-2003 5NR Science Awards to Leaders in Sustainable 
Development. Among the various award recipients was AAFC’s own Dr. George Clayton of Lacombe, Alberta; the AAFC Soil Conservation and 
Cropping System Team, made up of researchers from several Prairie centres; and AAFC’s Water Quality Unit Team and Partners, from the 
Prairie Farm Rehabilitation Administration. Please see www.durable.gc.ca/communication/awards/2002-2003/winners_e.phtml for a complete 
list of team members. 
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DETAILED RESULTS 


The section that follows outlines the results achieved on commitments made 
in the 2002-2003 Report on Plans and Priorities. Further information on our 
results in this area can be found in our report on AAFC’s contribution to the 
Government’s horizontal Sustainable Development Strategy (Page 48). 


BUSINESS Risk MANAGEMENT 


ComMITMENTS 


¢ Provide producers with the tools and information that they need. 

¢ Develop an integrated biodiversity strategy that will focus on conserving and enhancing biological resources. 

RESULTS 

¢ Initiated programs that contribute to AAFC’s understanding of the relationship between agriculture and the environment such as the 
National Agri-climate Information Service (NAIS) fea and the National Land and Water Information Service (NLWIS) fea 


¢ Developed an integrated biodiversity strategy that focuses on conserving and enhancing biological resources by using a proactive, 
collaborative interdisciplinary approach to integrated resource management of land and biodiversity, based on strong science. 


These results contribute to the Strategic Outcomes: Health of the Environment and Innovation for Growth. 

EXPECTED BENEFIT TO CANADIANS 

A better informed sector is a sector that is more equipped to use sustainable agricultural practices, protecting its resources for the future and 
taking action that will secure opportunities and resources for future generations. Informed public dialogue is the first step toward a proactive 


conservation initiative. Using science to preserve the biodiversity of Canada’s agricultural environment allows us to make the best decisions 
with the fewest possible consequences for Canada’s resources, therefore ensuring their survival. 


Foop SAFETY AND QUALITY 


ComMITMENTS 


¢ Investigate the links between food safety and agricultural production. 
RESULTS 
¢ |nitiated a minor use pesticide program that will enable producers to have better access to effective and reduced risk pesticides 
for specialty crops. 
These results contribute to the Strategic Outcomes: Health of the Environment and Security of the Food System 
EXPECTED BENEFIT TO CANADIANS 
By reducing the use of harmful pesticides, we can reduce the risk of residual effects of pesticides on the environment, and keep such products 


out of the food system — thereby improving the quality of food that Canadians eat. This program also helps farmers gain access to the new 
pesticides used by foreign competitors, ensuring that Canadian producers are not at a disadvantage and can remain economically viable. 
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SCIENCE AND INNOVATION 


ComMITMENTS 


Develop new knowledge and technologies that will help minimize the impact of agricultural production on our natural resources. 


Provide the research and development in agricultural practices to help Canada deliver on its international environmental commitment to 
reduce overall greenhouse gas emissions by six percent by 2010. 


Strengthen and update the agri-environmental indicators that monitor the impact of agriculture on the environment. 
Work to incorporate environmental performance into market development initiatives. 


RESULTS 


Working under the Health of the Environment National Program, consolidated existing studies into 29 new projects that reflect the major 
directions needed for the agricultural sector to become more sustainable and more environment friendly. These include soil quality, water 
and nutrients, air quality, biodiversity, and integrated pest management. 


Developed the Minor Use Pesticides and Risk Reduction Initiative to increase the availability of reduced risk pesticides. = 

Supported research activities for net greenhouse gas (GHG) reduction in the areas of crop nutrient management, livestock nutrient 
management, manure management, carbon sequestration and biofuels. 

Refined the national inventory, measurement and verification systems for net greenhouse gas emission. 

Encouraged the adoption of GHG mitigation best practices through the demonstration of best management practices by key producers and 
the development of alliances with stakeholders in the sector. 


Researchers at AAFC are contributing to the development of four biodiversity indicators: 

— availability of habitat, 

— invasive alien species, 

— soil biodiversity, 

— economic damage from wildlife. 

Established Bio-Diesel Canada to develop bio-fuel market for oilseeds, stabilize returns to producers and address environmental concerns 
re: sulfur and particulate emissions. 


These results contribute to the Strategic Outcomes: Health of the Environment, Innovation for Growth, and Security of the Food System 
EXPECTED BENEFIT TO CANADIANS 


A primary result from this research is cleaner soil, water and air for Canadians. As well, Canadian producers will be able to make use of 
sustainable agricultural practices, and make decisions regarding their farming and processing activities based on current, accurate 
information. By reducing greenhouse gas emissions, the effects of global warming can be slowed, protecting agricultural resources and 
increasing both the possible stability of the sector, and its economic opportunities. 
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INNOVATION FOR GROWTH 


MAKING CANADA THE WORLD LEADER IN INNOVATION TO DEVELOP FOOD AND OTHER RELATED 
AGRICULTURAL PRODUCTS AND SERVICES THAT CAPTURE OPPORTUNITIES IN DIVERSIFIED DOMESTIC 
AND GLOBAL MARKETS. 


Fiscal YEAR Gross SPENDING ($ MILLIONS) 


Planned Actual 
$ millions FTEs $ millions 


INNOVATION AND RENEWAL 


AAFC has a proud heritage of helping Canadian farmers increase productivity 
and profits through research and innovation; for example, higher yielding crop 
varieties and new farming systems. With the APE, we are now looking beyond 
our traditional research strengths to create economic opportunities for the sector 
and make significant progress toward addressing the priorities of Canadians. 


PROSPERITY THROUGH INNOVATION 


Today, the frontiers of science and technology are constantly being pushed for- 
ward. For instance, Global Positioning System satellites are helping farmers 
ensure that the nutrients they apply to the soil give maximum benefit to crops 
and the environment by calculating data and information on such things as 
nutrient and crop distribution. Under the microscope, scientists are probing to 
find new uses for crops. Perhaps more than any other time in history, knowledge 
holds the key to prosperity. 


Although the pace of technological change seems very fast, scientific progress 
is more often the result of ongoing, detailed processes that require commitment 
and the diligent pursuit of excellence. Science, while occasionally punctuated 
by significant discoveries, more accurately involves building knowledge to 
understand better how nature works. It offers a growing understanding of 
everything within and around us. An understanding that can lead to innovative 
new products and processes in the agriculture and agri-food sector that can 
have a positive impact on the everyday lives of Canadians. Indeed, advances 
in agricultural science are transforming the medicines we take, the clothes we 
wear, the fuels we use, even the houses we buy. 


FULFILLING DEPARTMENTAL COMMITMENTS 


The alignment of science with APF priorities is positively changing the way 
the Department responds to the needs of the agriculture and agri-food sector 
and consumers. This is particularly important because we are viewing science 
as an essential vehicle to achieving our departmental commitments to 
Canadians — to enhance their health, to improve their environment, to 
capture new markets, and to create jobs and prosperity for all. 
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A blueberry a day 
keeps the doctor away 


Diet has an impact on health, 
and health has an impact on 
quality of life. Today's con- 
sumers are aware of this 

link — so they have expec- 
tations about the nutritional 
content of the foods they eat 
and the manner in which it is 
produced. Our Bioproducts and 
Bioprocesses research program 
has heen designed to respond 
to these demands. An example 
of a bioproduct is described in 
the story about blueberries, 
while the story about flax 
lignan Gea shows one example 
of a bioprocess. 
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With this in mind, we are developing investment strategies and lining up 
research to work on priority issues. All players in the agriculture and agri-food 
system, from producers through processors to retailers, are involved in creating 
these strategies. For example, Soy 20/20 is a pilot project aimed at capturing 
new, lucrative markets for soybeans. Launched this past year, the pilot could 
serve as a strategic model for other commodity groups facing tough competi- 
tion internationally. We are collaborating with other federal science 
departments, the province of Ontario, academia, and the soy industry to 
gather market intelligence and conduct research and analysis on current 

and potential uses of soybeans, soy oils and other by-products. 


TRANSFERRING TECHNOLOGY FROM THE LAB BENCH TO THE FARMER'S FIELD 


To capitalize fully on emerging opportunities, we also have to ensure that new 
knowledge and technology are developed and put to use by the industry more 
rapidly. An important area of work this past year was developing and imple- 
menting policies and intellectual property guidelines to promote and foster 
commercialization of technology. To address sectoral needs, an Intellectual 
Property Management Framework was put in place to encourage innovative 
technology transfer practices. The framework aims to strengthen partnerships 
with universities, other federal departments, and producer associations. 


PROMOTING OUR EXCELLENCE ABROAD 


International success not only comes from having the right or best product, but 
also from finding the right way to make it stand out in the crowded market- 
place. As new markets become more and more affluent, the agriculture and 
agri-food sector will see greater demand for high-value processed food products. 
To help the industry capitalize on new opportunities, in 2002-2003 we prepared 
strategies for capturing emerging markets such as China, India, Egypt, Brazil 
and Russia, while continuing for greater success in key markets such as the 
United States, Mexico, Japan and the European Union. Further, AAFC show- 
cased the attributes of the Canadian industry by taking part in major 

agri-food trade shows around the world such as SIAL Paris, European Seafood 
Show (Brussels), BioFach in Nuremberg, Germany and the Gulf Food Show 
in Dubai, and through incoming and outgoing missions. 


With key tools in place, AAFC’s International Issues Team, will continue to 
promote Canada’s interests and advance its position in global markets. Working 
in collaboration with federal and provincial partners, industry, exporters and 
foreign agriculture departments, AAFC provides market intelligence, promotes 
awareness of Canada’s advantages as an investment location, creates alliances, 
and develops relationships to support our market development and trade 
policy goals. As an example, AAFC has formed Consultative Committees on 
Agriculture with both Mexico and the United States. The role of these 
committees is to promote co-operation between governments both at the federal 
and provincial levels on issues of common interest in the agri-food sector, as 
well as to provide a forum in which market access issues may be discussed and 
problems more expeditiously resolved. 


RENEWAL 


The success of a farm operation requires an expanding knowledge base. Science 
is introducing new technologies, new products and innovation practices that 
must be mastered. As farm operations become larger and more complex, 
producers will devote more of their effort to management — making strategic 
decisions on the longer-term direction of the farm and tactical decisions on 
immediate issues such as the best crop mix for the coming year. Those who 
choose to incorporate value-added activities in to their operation will require 
new management and technical skills. 


Access 10 Apvisory SERVICES 


A key element of Renewal programming is the development of a Canadian 
Farm Business Advisory Services. This will provide producers with access to 
a network of consultants that will offer business management counselling to 
help them make business decisions, develop business plans, access capital, 
expand and diversify their operations to create value-added enterprises, and 
develop and assess options for the future. 


UPDATING KNOWLEDGE AND SKILLS 


One key priority for AAFC with our provincial, territorial and industry partners 
is to determine the sector’s skill needs. A study in February 2003 pointed to 
forming an Agriculture Human Resource Sector Council, where the industry 
could lead in establishing national training objectives for producers and farm 
labour, and co-ordinate joint action. A follow-up conference is planned for the 
autumn of 2003. 


In the past year, AAFC also focussed on continuous learning and knowledge With provincial and sectoral 
transfer to provide producers with the management skills that will improve 

their bottom lines. With provincial and sectoral collaboration, we made collaboration, we made 
considerable progress in developing programs, for example, commencing work considerable progress in 

on a skills development and learning assistance program to assist low income 

producers and their spouses assess skill requirements and take training to developing programs. 
increase family income. 


Another area of activity is AAFC’s partnership with the Association of Canadian 
Community Colleges (ACCC). As a beginning, the ACCC will study college 
activity as it relates to the APF, keeping in mind provincial jurisdictions, as 
well as identify areas in which it could advise the department on program 
development such as with skills assessment. An other E-learning initiative 
includes an Ag E-learning “Best Practices” paper that is underway. 
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Individual producers are 
diversifying their 
production mix 


Farmers are continuously 
adjusting to changes in market 
conditions. This trend has been 
clearly evident in the Prairies 
where there has been signifi- 
cant diversification in 
production. Among other 
factors, this diversification 
reflects declining grain prices 
and domestic policy reforms 
such as the elimination of the 
Western Grain Transportation 
Act in 1995. 


Source: Statistics Canada and 
AAFC calculations 
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NETWORKING AND INFORMATION SHARING 


A key benefit of increasing farm management capabilities is the networking 
and the information sharing among producers. 


Web sites produced during the past fiscal year and launched in April 2003 
provide information on renewal services as well as a financial benchmarking 
tool to enable farmers to compare their operations with similar Canadian farm 
businesses. Work undertaken by the AAFC-funded Canadian Farm Business 
Management Council strongly contributes toward developing and the dissemi- 
nating useful information for farmers. Research that the ACCC is conducting 
will contribute to the effectiveness of agriculture educators across the country. 


HeattHy COMMUNITIES 


Healthy communities, especially in rural Canada, also contribute to innovation 
and growth. A description of the Minister’s and Secretary of State’s responsi- 
bility for co-ordinating the Government of Canada’s efforts regarding rural and 
co-operative development is captured in the chapter on Horizontal Initiatives 
and Key Government Themes. 


MANAGING CHANGE AND TAKING ADVANTAGE OF OPPORTUNITIES 


Clearly, science and innovation are fundamental to securing a bright future for 
the Canadian agriculture and food sector. For producers, seizing opportunities 
in today’s marketplace and successfully meeting the challenges to come mean 
keeping on top of advances in science and technology, business practices and 
production techniques. Through renewal initiatives under the APE AAFC is 
enabling farmers to run their operations even better by ensuring they have the 
training, consulting and planning tools they need to help them make well- 
informed decisions, while improving their access to capital. Moreover, the 
APF Renewal element recognizes that farmers have unique needs at different 
stages of their careers. 


AAFC has also an emerging interest in working with the Canadian 
International Development Agency (CIDA) to enhance international 
agricultural development, particularly in capacity building. In the case of 
China, AAFC can match China’s priorities and Canada’s capacities and 
interests. AAFC has engaged with CIDA and China in the five-year “Small 
Farmers Adapting to Global Markets” project where Canada will offer training 
to central and provincial government officials on food safety administration 
and regulation, and policy development compliant with relevant Agreements 
of the World Trade Organization. The aim is to improve the marketability of 
Chinese agri-food products (and hence living conditions of Chinese farmers in 
western China) while influencing the way China behaves as a new member of 
the WTO. China has asked for this development assistance because of the 
Canadian reputation for excellence, gained through past CIDA project 
successes, and collaborative work in capacity building. 


DETAILED RESULTS 


The section that follows outlines the results achieved on commitments made 


in the 2002-2003 Report on Plans and Priorities. 


SCIENCE AND INNOVATION 


ComMITMENTS 


¢ AAFC will integrate its scientific efforts into four National Science Teams. 

¢ Increase capacity for incorporating science-based considerations into policy-making. 

¢ Develop and implement policies and intellectual property guidelines to promote and encourage commercialization of technology. 
RESULTS 


Integrated science activities into four National Science Programs. JowA 


Developed investment strategies and lined up research to focus on issues important to Canadians, e.g. Soy 20/20, a pilot project aimed at 
capturing new, lucrative markets for soybeans. = 


Put the Intellectual Property Management Framework in place to help develop and implement innovative technology transfer practices. 
These results contribute to the Strategic Outcome: Innovation for Growth 
EXPECTED BENEFIT TO CANADIANS 
Aligning Science Teams allows the Department to focus on policy objectives, concentrating on creating new opportunities for Canadian 


products, therefore increasing the profitability of the sector. These initiatives also increase the marketability of Canadian products. 
The benefit of such growth will likely be in jobs and overall, a higher standard of living. 


RENEWAL 


CoMMITMENTS 


¢ Reach a consensus with partners on the sector's skills needs. 

¢ Place more emphasis on continuous learning and knowledge transfer. 

¢ Help provide producers with the strategic management skills they need to make their farms as profitable as possible. 

RESULTS 

¢ Human Resources Development Canada completed a study in February 2003 on the relevance of creating an Agriculture Human Resource 


Sector Council which would examine the human resource challenges facing the agriculture industry. Continued to collaborate with industry 
to pursue the HRDC process for forming a Human Resources Sector Council — a follow-up conference is planned for the autumn of 2003. 


Launched two new Web sites to allow producers access to programs, services and tools needed to assess and improve their operations. 
— Renewal Agricultural Services Web site 
— Benchmark for Success 


Signed a contribution agreement with the Canadian Farm Business Management Council to develop and disseminate useful information for farmers. 


Prepared to launch initial component of the Canadian Farm Business Advisory Service (farm business assessment and action) in each 
province on signing of their APF implementation agreement. 


Developed the specialized services component of the Canadian Farm Business Advisory Services. 
These results contribute to the Strategic Outcome: Innovation for Growth 
EXPECTED BENEFIT TO CANADIANS 
Consolidating information on the skills required of those working in the agriculture and agri-food sector will give the Department the informa- 
tion necessary to ensure the right training is available to the sector, and increase their opportunities for industry members to get the training 


they need to keep ahead of their competitors. Having the best trained agriculture and agri-food workers will increase the reliability of Canadian 
products and increase the profitability of the sector and the economic strength of the country. 
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INTERNATIONAL 


COMMITMENTS 


Address opportunities in emerging markets. 

Showcase Canadian industry worldwide. 

Take an integrated approach to targeting investment promotion. 

Provide strategic and practical market development assistance through the Agri-Food Trade Service. 
Continued to address investor concerns about investing in Canada. 


Develop an integrated international strategy that will allow Canada to differentiate its products in terms of food safety, quality and 
environmental responsibility. 


Develop a strategy to ensure Canada’s new domestic policy agenda Is integrated with AAFC’s international activities. 
RESULTS 


Developed integrated strategies for India, Iran, China, Brazil, and Russia. 


Conducted missions and organized trade shows to highlight Canadian capabilities and provided Canadian companies with opportunities to 
increase export sales. 

Collaborated with federal and provincial investment partners and Department of Foreign Affairs and International Trade foreign posts to 
support promotion initiatives aimed at increasing awareness of Canada’s advantages as an investment location. 

Served over 1 million clients through the Agri-Food Trade Service Web site, which delivers market information and intelligence to Canadian 
exporters and foreign buyers. 


As a result of the Federal-Provincial Investment Strategy, increased the awareness of Canada’s advantages, including the safety and 
quality of its inputs, the excellence of its science and research and Its cost competitiveness. http://ats.agr.ca/invest/e2178.htm 


Increased knowledge/capacity to target foreign firms and identify investment opportunities. tal 


Increased sales of processed agri-food products (Canadian Agriculture Marketing Council target) and enhanced Canadian international 
image resulting in incremental exports of about $400 million. 


The federal, provincial and territorial ministers of agriculture approved an integrated international strategy in June 2002. This strategy will 
benchmark international buyers’ response to the marketing of Canadian agri-food products. 


Signed Memorandums of Understanding and agreements with other countries demonstrating that Canada is a leader in this sector. 


Federal, provincial and territorial ministers of agriculture approved the strategy to integrate Canada’s new domestic policy agenda with our 
international activities. One such initiative was the Agri-Food Trade Program being redesigned and renamed the Canadian Agriculture and 
Food International (CAFI) Program. = 


These results contribute to the Strategic Outcomes: Innovation for Growth and Security of the Food System 
EXPECTED BENEFIT TO CANADIANS 


In the global marketplace, Canadian products will be seen as the best available, not only for quality, but also for reliability. Gaining this 
recognition will open new markets to Canadian products, it will also attract new clients and investors. With increased investment in Canadian 
products, stability will increase, as will the profitability of the sector. This increase in investments will not only create jobs, but position Canada 
to better compete globally. 
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Horizontal Initiatives and Key Government Themes 


CANADIAN RURAL PARTNERSHIP 


Enhanced access by rural Canadians to opportunities which will allow them Co-ordinating government-wide 
to contribute to and benefit from Canada’s prosperity and success. 


rural policy development and 
ENHANCING THE QUALITY OF LIFE FOR RURAL CANADIANS responding to the challenges 


Rural Canada makes a valuable contribution to Canada’s economy, characterized _ gf fra! Canadians through 


by a natural resource base that generates almost 22 percent of Canada’s gross 


domestic product and 40 percent of our exports. partnership initiatives among 
federal departments and 


The Rural Secretariat has been mandated with developing, co-ordinating and 


implementing a national, co-ordinated, cross-government approach to better agencies, other levels of 
understanding the issues and concerns of rural Canadians, and encouraging 
federal departments and agencies to make appropriate adjustments to their government and rural 


policies, programs and services to reflect the unique needs of rural communities. stakeholders | 
Through the Canadian Rural Partnership (CRP), the Government of Canada s 
aims to integrate its economic, social, environmental and cultural policies to 

enhance the quality of life for rural Canadians. 


The CRP is in its sixth year of operation. In 2002-2003, the Rural Secretariat 
received one-year funding of $11 million and the Government of Canada 
renewed its commitment to rural Canada with the provision of funding of 
$55 million for the next five years for the enhancement and strengthening of 
the Canadian Rural Partnership. 


KEY PARTNERS 


The federal partnership — the Canadian Rural Partnership — is managed in 
co-operation with an Interdepartmental Working Group, representing 29 federal 
departments and agencies. Horizontal co-ordination and leadership is provided 
by the Rural Secretariat under the direction of the Secretary of State (Rural 
Development) (Federal Economic Development Initiative for Northern Ontario). 
This collaborative effort is reinforced by Rural Teams in each province and 
territory comprised of federal, provincial and territorial officials and sectoral 
stakeholders. In 2002-2003, the federal collaborative efforts were enhanced by 
the creation of an Assistant Deputy Minister (ADM) Steering Committee 
made up of representative federal departments and agencies. 
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With respect to increased collaboration with federal-provincial-territorial 
(F-P-T) partners, the Rural Secretariat is leading the federal-provincial- 
territorial (F-P-T) partnership in areas of common understanding, shared best 
practices and the development of common objectives toward an integrated 
National Rural Policy Framework. These objectives include: 


© to support community capacity building; 
® to improve and renew the economic and social base; and 


¢ to improve collaboration across and amongst governments. 


At the inaugural rural ministers’ meeting in April 2003, ministers agreed to 
continue to build upon collaborative principles for a National Rural Policy 
Framework. The guiding principles laid the groundwork for a co-ordinated 

F-P-T approach focussed on the priorities of rural Canadians. 


KEY TARGETS AND OVERALL RESULTS 
Results begin with an effective dialogue 


To understand and effectively address the challenges faced by rural and remote 
communities in Canada, a national dialogue with rural Canadians was launched 
in 1998, and continues today. It includes conferences, town hall meetings, 
regional dialogues and stakeholder round tables. The Rural Action Plan Report 
Card and the Annual Report to Parliament, available at http://www.rural.ge.ca/ 
conference/documents/card_e.phtml and http://www.rural.gc.ca/annualreport/ 
2002/report_e.phtml respectively, report on achievements. Facilitating rural 
and remote Canadians staying connected and contributing to their own 
success has resulted in real-life success stories, innovative ideas and feasible 
solutions shared by local leaders. A third National Rural Conference is 


scheduled for 2004 in Red Deer, Alberta. 
Access to services; Communications outreach 


e The application of the Rural Lens continues to influence federal policy and 
programming to ensure consideration of the impact on rural and remote 
communities. Recent examples include: the Broadband for Rural and 
Northern Development Pilot Program; the federal response to the softwood 
lumber situation; the extension of federal service centres into small and 
rural towns under the Service Canada banner. More specifically, the Prairie 
Grains Road Program where the Government of Canada contributed 
$175 million over five years toward road work in the four western provinces; 
and the Voluntary Sector Initiatives contributed approximately $819,000 over 
two years to strengthen the skills, resources and opportunities for policy 
input of the rural and co-operatives voluntary sector. 


To drive home the point that a strong and vibrant rural Canada is important 
to all Canadians, rural dialogues, town hall meetings, and discussions 


(reports of which are available at www.rural.gc.ca/dialogue/reports_e.phtml) 
have also focussed on the interdependence of urban and rural communities, 


bringing together urban and rural citizens to discuss how they can work 
together to build a quality of life for all Canadians. The result is a growing 
awareness of the challenges and advantages of rural and urban Canada toward 
identification of solutions and opportunities for collaboration for mutual 
benefit. 


¢ Government On-line initiative is ongoing with federal funding of $600 million 
over four years. A portal, called the “Rural and Remote Services Cluster” at 
www.rural.gc.ca provides Canadians in rural and remote Canada with a 
gateway to information and services. 


In June 2002, the Secretary of State (Rural Development) (Federal Economic 
Development Initiative for Northern Ontario) hosted the Rural Innovation 
Summit in Portage la Prairie, Manitoba. More than 100 participants from 
across the country, including rural and remote community leaders, provided 
comments on an innovation strategy paper. This was one of 35 sessions held 
across the country in development of Canada’s Innovation Strategy. The 
opportunity to capture the input of rural citizens provided for better, more 
inclusive policy development. 


e To continue to foster communities sharing ideas, best practices and solutions 
to help them to find local solutions to local challenges, the Government of 
Canada is supporting the development of national rural networks, including 
a rural youth network. 


Community development and community capacity building 


e Published in 2002, the booklet Pilot Projects: Success Stories and Lessons 
Learned fea was the initial compendium of lessons learned from the Pilot Projects 
Initiative. Overall, there was an acknowledgment of success and a building of 
confidence in some communities to turn challenges into opportunities. A major 
evaluation of the Pilot Projects took place over 2002-2003, the results of 
which will be more lessons learned being made available to the public. 


¢ The Rural Secretariat managed a number of programs supporting community 

learning, problem solving, information sharing and community planning. 
The Rural Development Initiative (RDI) funded 112 community planning 
projects in its one year of existence, 2002-2003. The Canadian Agriculture 
Rural Communities Initiative (CARCI) has approved funding for 207 
projects since 2000-2001 in the amount of approximately $6.4 million. 
Approved projects will be completed in 2003-2004. The Agricultural Rural 
Minority Language Community Planning Initiative (ARMLCPI) approved 
42 projects in 2002-2003, this work will also be completed in 2003-2004. 


Approximate approved funding and resulting levered funding is as follows: 


APPROVED AND RESULTING LEVERED FUNDING 


PROGRAMS CONTRIBUTIONS RESULTING LEVERED FUNDING 


RDI $2.8 million $5.6 million 
CARCI $6.4 million $6.4 million 
ARMLCPI $2 million $2 million 
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Rural youth — building for the future 


e A discussion paper published in 2002, entitled Rural Youth Migration: 
Exploring the Reality Behind the Myths, improved our understanding of rural 
migration issues. The findings were valuable to the enhancement of existing 
programs and initiatives targeting rural youth. 


e The first National Rural Youth Conference was held in Orillia, Ontario on 
May 2-4, 2003, engaging rural youth from across Canada. The development 
of a National Rural Youth Network began in 2002. The knowledge and 
skills acquired better equipped the delegates to be agents for change in their 
communities. 


A focus on results 


The Rural Secretariat is committed to the results-oriented approach to report- 
ing based on the needs of rural and remote citizens, which includes a clear vision 
and understanding of the short and long-term effects of policies, programs and 
services on social and economic development. In this regard, the Secretariat 
prepared a Results-based Management Accountability Framework which was 
further refined in the development of a Team Accountability Plan under the 
departmental planning process. Both of these processes link activities and 
outputs to the strategic outcomes of the Canadian Rural Partnership. 


Following the new horizontal initiatives reporting requirement of the Treasury 
Board Secretariat, a report detailing the rural initiative will be available on the 


Treasury Board Horizontal Results Web site in late fall 2003. [ad 


CO-OPERATIVES 


Expanded use of the co-operatives model to enhance economic growth and 
social development of Canadian rural and urban society. 


Economic GROWTH AND SociAL DEVELOPMENT THROUGH CO-OPERATIVES 


The Co-operatives Secretariat advises the Government of Canada on policies 
and programs affecting co-operatives, identifies opportunities within public 
policy where co-operatives can contribute, and ensures that the needs of 
co-operatives are taken into account in the development of policies and 
programs. 


The Secretariat collects, analyses and publishes statistical data of use to 
co-operatives, researchers and policy developers, and undertakes research and 
disseminates knowledge that will assist community and government decision 
makers build and sustain co-operatives. 


In 2002-2003, the Co-operatives Secretariat was allocated an operating budget 
of $961,000 to undertake this work. 


KEY PARTNERS 


An Interdepartmental Committee on Co-operatives (IDC), representing 
19 federal departments and agencies, provides a forum for the sharing of 
information and the co-ordination of strategies related to co-operatives. 


Provincial and territorial governments also have responsibility for co-opera- 
tives and all 13 governments participate in the Federal-Provincial-Territorial 
Conference of Senior Officials Responsible for Co-operatives. 


The co-operative sector in Canada is represented at the national level by the 
Canadian Co-operative Association (CCA) }ee and le Conseil Canadien de la 
Co-opération (CCC). jax The Government of Canada works in partnership 
with these organizations and others, such as the Canadian Worker Co-opera- 
tive Federation fad and the Co-operative Housing Federation of Canada. fas 
The Minister’s Advisory Committee on Co-operatives, which includes repre- 
sentatives from the co-operative sector across Canada, provided advice to the 
Government on co-operative matters. 


KEY TARGETS AND OVERALL RESULTS 


e At the request of the Secretary of State, the Minister‘s Advisory Committee 
on Co-operatives provided their advice on the opportunities and challenges 
for co-operatives in the areas of health care, Aboriginal development, rural 
communities and agriculture. 


¢ The Secretary of State announced a new five-year, $15 million program, the 
Co-operative Development Initiative (CDI), to help create and strengthen 
co-operatives or to research and test new uses of the co-operative model. 


CDI is scheduled to begin in 2003-2004. 
PROGRAM, RESOURCES AND RESULTS LINKAGES 


¢ The Co-operatives Secretariat published annual reports and analysis annually 
of the co-operative sector providing up-to-date information for sector and 
policy development. 


¢ The Co-operatives Secretariat undertook a comprehensive survey, by 
province and territory, on the legislative, regulatory and policy environment 
for co-operatives, government supports to co-operatives, and co-operative 
and community development sector supports. The resulting inventory assists 
Canadians and federal, provincial and territorial governments to develop 
programs and services responsive to the co-operative sector. 


e¢ Through the Voluntary Sector Initiative, the CCA has been allocated 
$500,000 over two years for a project to develop a policy framework for the 
use of the co-operative model in low-income communities. 
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¢ In 2002, Agriculture and Agri-Food Canada provided $968,000 over two 
years through the Canadian Adaptation and Rural Development (CARD) 
program to the CCA and CCC for the Agricultural Adaptation: 
A Co-operative Approach — Phase II project. The project included the 
identification of capitalization strategies, a leadership and governance 
program, and increased awareness of agricultural co-operatives. 


A Focus on Resutts 


The Secretariat prepared a Results-Based Management Accountability Framework 
for the Co-operative Development Initiative, which was included along with 
other objectives from the original Secretariat mandate in the development of a 
Team Accountability Plan under the departmental planning process. Following 
the new horizontal initiatives reporting requirement of the Treasury Board 
Secretariat, a report detailing the co-operatives initiative will be available 


on the Treasury Board Horizontal Results Web site in late fall 2003. fa 


SUSTAINABLE DEVELOPMENT STRATEGY 


In 1995, the Parliament of Canada passed amendments to the Auditor General 
Act to create a legal requirement for certain federal departments and agencies, 
including Agriculture and Agri-Food Canada, to prepare sustainable develop- 
ment strategies, table them in Parliament, and update them at least every 
three years. The Government of Canada created the position of Commissioner 
of the Environment and Sustainable Development to monitor and report on 
federal departmental and agency progress on this front. 


Sustainable development integrates environmental, economic, and social 
interests in a way that allows today’s needs to be met without compromising 
the ability of future generations to meet theirs. In terms of agriculture and 
agri-food, sustainable development is a way of producing and processing agri- 
cultural products that can be carried out over the long term, in a manner that 
supports or enhances the high quality of life we enjoy in Canada today. 
AAFC’s Agricultural Policy Framework (APF), with its complementary envi- 
ronmental, economic, and social components, is driving change to achieve 
sustainable development. 


Our vision for Canada is a sustainable agriculture that: 


¢ protects the natural resource base; prevents the degradation of soil, water, 
and air quality; and conserves biodiversity; 


contributes to the economic and social well-being of all Canadians; 
® ensures a safe and high-quality supply of agricultural products; and 


e safeguards the livelihood and well-being of agricultural and agri-food work- 
ers and their families. 


AAFC’s third Sustainable Development Strategy will be tabled in Parliament 
in December, 2003. The table that follows outlines the actions taken by 
AAFC to achieve the commitments made in our second Sustainable 
Development Strategy released in February 2001, and fulfils our obligation to 
include our report on our contribution to this horizontal initiative. 


1. ENVIRONMENTAL SUSTAINABILITY OF OUR NATURAL RESOURCES 


SDS OBJecTivEs DEPARTMENTAL COMMITMENTS 


To work with the sector and with stake- 
holders to increase the sector's capacity 
to manage soil resources and adopt con- 
servation practices. 


To conduct research and development 
activities to develop innovative practices, 
technologies or management practices, 
and to increase our understanding of 
factors affecting soil health. 


To engage in awareness activities to 
promote best practices and demonstrate 
their effectiveness to the sector. 


To evaluate policy options that could 
enhance the sector's capacity to manage 
soil resources. 


1.1 Improve the health 
of our soils 


DEPARTMENTAL ACCOMPLISHMENTS 


Integrated 20 projects into five national studies as follows: 
(1) Understanding processes affecting soil quality; 


(2) Characteristics of Canadian soil resources for environmental 
assessment in the landscape; 


(3) Sustainable agriculture land use; 


(4) National soil resource interpretations for improved land-use 
planning and decision making; and 


(5) National network of long-term reference and benchmark sites to 
evaluate changes in the soil environment. 


Under the APF Environment chapter, AAFC has committed to funding 
not just research projects but a range of beneficial management 
practices by farmers across Canada under the Agricultural Policy 
Framework (APF) National Farm Stewardship Program. 


AAFC Is working to develop programming such as Environmental 
Farm Planning and the Greencover Canada Program that works to 
enhance the sector's capacity to manage soil resources. 


Under CARD: 


¢ Environmental Farm Planning (EFP) initiative worked with farmers 
to put in place the tools necessary to develop plans. Several 
provinces have already begun to develop EFPs. 


Agricultural Environmental Stewardship Initiative (AES!) increased 
the use of best practices by producers to address regional 
impacts of issues related to soil health such as salinisation, 
compaction and erosion. 
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SDS OBuectives 


1.2 Improve the 
health of our 
water 


1.3 Improve the 
health 
of our air 


DEPARTMENTAL COMMITMENTS 


To work with the sector and with 
stakeholders in targeting areas of 
intensive crop and livestock production 
in order to enhance their capacity to 
reduce risks of water contamination 
by manure or nutrients. 


To conduct research and development 
activities to develop innovative prac- 
tices, technologies, or management 
practices, and to increase our under- 
standing of factors affecting water 
quality and availability. 


To engage in awareness activities 
to promote best practices and 
demonstrate their effectiveness 
to the sector. 


To evaluate policy options that could 
improve public access to good quality, 
secure water supplies. 


To work with the sector and with 
stakeholders to reduce agricultural 
emissions that affect air quality, the 
ozone layer, and climate change. 


To conduct research and develop- 
ment activities to develop sustainable 
farming systems based on innovative 
practices, technologies, or manage- 
ment practices, and to increase our 
understanding of factors affecting air 
quality, climate change, and their 
impact on agriculture. 


To engage in education and aware- 
ness activities to promote best 
practices and demonstrate their 
effectiveness to the sector. 
Information will be provided to the 
sector on ways to optimize produc- 
tion and minimize negative impacts 
on the environment. 


To evaluate policy options that could 

enhance the sector's capacity to miti- 
gate impacts on air and on the ozone 
layer, and adapt to climate change. 
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DEPARTMENTAL ACCOMPLISHMENTS 


Integrated about 72 projects into seven national studies as follows: 

(1) Enhanced understanding of nutrient cycling dynamics in soil; 

(2) Safe and efficient management of manures and other organic amendments; 
(3) Safe and efficient use of inorganic and organic fertilizer products; 

(4) Impacts of agriculture-food production systems on water resources; 


(5) Beneficial (agricultural) management practices to preserve/improve 
water resources; 


(6) Large-scale spatial and temporal trends in water resources as affected 
by agriculture; and 


(7) More effective use of plant-microbe interactions for nutrient management. 


Under the APF Environment chapter, AAFC has committed to funding not 
just research projects but a range of beneficial management practices by 
farmers across Canada under the APF National Farm Stewardship Program. 


Under CARD: 


¢ Environmental Farm Planning (EFP) worked with farmers to put in place 
the tools necessary to develop plans. Several provinces have already 
begun to develop EFPs. 


¢ Agricultural Environmental Stewardship Initiative (AES!) increased the 
use of best practices by producers to address regional impacts of issues 
related to water quality such as management of soil, manure, nutrient, 
pest and food processing waste. 


Through the Agricultural Policy Framework, AAFC is working to develop such 
programming as the National Land and Water Information Service (NLWIS) 
and the National Water Supply Expansion Program (NWSEP) to enhance the 
sector's capacity to manage water resources. 


Three national research programs have been developed as follows: 
(1) Reducing greenhouse gas emissions from agricultural sources; 


(2) Reducing the exchanges of airborne pollutants between farming systems 
and the atmosphere; 


(3) Adapting the agri-food sector to climate variability and change. 


Under the APF Environment chapter, AAFC has committed to funding not 
just research projects but a range of beneficial management practices by 
farmers across Canada under the APF National Farm Stewardship Program. 


Under CARD: 


¢ Climate Change Skills and Knowledge Initiatives supported carbon 
sequestration activities and greenhouse gas emission reduction working 
with partners such as the Soil Conservation Council of Canada (SCCC). 


Climate Change Funding Initiative for Agriculture (CCFIA) was delivered 
in partnership with the Canadian Agri-Food Research Council to increase 
scientific knowledge of agriculture’s greenhouse gas emissions and miti- 
gation opportunities. 


Agricultural Environmental Stewardship Initiative (AES!) increased the 
use of best practices by producers to address regional impacts of issues 
related to air quality such as: management of greenhouse gas emissions. 


Action Plan 2000 : 


¢ Greenhouse Gas Mitigation Program (GHGMP) has created greater 
awareness of best management practices by working with key partners 
such as the Canadian Cattleman’s Association (CCA), the Canadian Pork 
Council (CPC), and the Dairy Farmers of Canada (DFC), to deliver climate 
change programs to producers. 


SDS OsJectives DEPARTMENTAL COMMITMENTS DEPARTMENTAL ACCOMPLISHMENTS 


To work with the sector and with stake- 
holders to increase the knowledge and 
understanding of agricultural biodiversity, 
and to demonstrate the importance of 
conserving this biodiversity. 


To invest in research and development on 
crop plant genetic resources as an impor- 
tant step in the development of new crops 


1.4 Improve agricultural 
biodiversity 


Reorganized about 33 research projects (complete studies or forming 
parts of other studies) in biodiversity into five new national studies 
within the biodiversity theme with defined team outcomes and deliv- 
erables. These new studies involve plant, microbe and invertebrate 
taxonomy; genetic (plant and microbe) resources; agro-ecosystem 
management; and bio-information delivery. 


Studies to develop best management practices for cropping systems, 
including the development of production systems for new crops and 


1.5 Improve the conser- 
vation of natural 
biodiversity 


and new uses for traditional crops, etc. 


To engage in education and awareness 
activities to improve the conservation, 
sustainable use and enhancement of 
agricultural biodiversity. 


To work collaboratively with the sector, 
with other federal departments and 
agencies, with provincial governments, 
and with other stakeholders. 

To provide leadership in strengthening 


Canada's biodiversity science and 
networking capacity. 


new opportunities for existing crops, are underway within Sustainable 
Production Systems. 


Under CARD: 


¢ Agricultural Environmental Stewardship Initiative (AESI) increased 
the use of best practices by producers to address regional impacts 
of issues related to habitat and biodiversity such as supporting the 
understanding of regionally specific wildlife habitat issues and 
promoting the application of habitat friendly practices. 


Plant Gene Resources of Canada along with external Canadian 
partners (private industry and non-governmental organizations) have 
initiated a number of projects (funded by AAFC, Matching Investment 
Initiative and external partners) to improve the conservation and 


understanding of natural biodiversity. 


The Germplasm Resources Information Network-Canada (GRIN-CA) 
was created by Plant Gene Resources of Canada to manage all 
information generated in the Canadian plant germplasm network. 
This centralized information system supports a distributed repository 
system and makes the information accessible to national and inter- 
national clients via the intranet and Internet. 


AAFC researched the application, development and use of informatics 
in biology, systematics and biodiversity sciences. Strategic documents 
from a Canadian Biodiversity Network Conference held in Ottawa in 
March 2001, were used to establish a federal co-ordinating partner- 
ship with eight participating departments. Together, they have started 
work to implement a pilot Canadian Biodiversity Information Facility 
Web portal with key biodiversity data. 


Biodiversity conservation and enhancement on land AAFC 
administers: 


(1) Completed eight bio-physical inventories on AAFC pastures. 


(2) 75 percent of the rangeland assessed Is in good to excellent 
condition. 


(3) Participated in eight co-operative conservation projects. 


(4) Eight wildlife managment plans will be completed for each 
bio-physical inventory completed in 2002-2003. 


(5) AAFC is now a member of six species at risk recovery teams. 
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2. PROSPEROUS AND VIABLE SECTOR IN A SUSTAINABLE MANNER 


SDS OBJECTIVES 


2.1 Improve productivity 
through eco- 
efficiency 


2.2 Improve investment, 
market access, and 
market development 
for agriculture and 
agri-food products, 
technologies, and 
knowledge that con- 
tribute to sustainable 
agriculture 


DEPARTMENTAL COMMITMENTS 


To partner with other departments, the 
sector, and stakeholders to increase 
understanding and awareness of 
eco-efficiency and to encourage 
development and adoption of 
eco-efficiency management tools, 
technologies, and practices. 


To assist the sector in achieving a 
favourable business climate by integrat- 
ing sustainable development principles 
into its investment strategy, through the 
analysis of the sustainable development 
business climates of selected nations and 
by addressing barriers to trade. 


AAFC 2002-2003 Estimates 


DEPARTMENTAL ACCOMPLISHMENTS 


Integrated about 72 projects into seven national studies as follows: 
(1) Enhanced understanding of nutrient cycling dynamics in soil; 


(2) Safe and efficient management of manures and other organic 
amendments; 


(3) Safe and efficient use of inorganic and organic fertilizer products; 


(4) Impacts of agriculture-food production systems on water 
resources; 


(5) Beneficial (agricultural) management practices to 
preserve/improve water resources; 


(6) Large scale spatial and temporal trends in water resources as 
affected by agriculture; and 


(7) More effective use of plant-microbe interactions for nutrient 
management. 


Under CARD: 


¢ Agricultural Environmental Stewardship Initiative (AES!) has 
improved eco-efficiency through the promotion of best manage- 
ment practices and increased sustainable production. 


Market and Industry Services Branch (MISB) contracted a study on: 
Non-Food/Non-Feed Industrial Uses of Agricultural Products — 
Assessment of Market Potential. The study was completed and has 
been available electronically since June 2002. The study has identi- 
fied BioFuels, Platform Chemicals, Bioplastics, Adhesives, and 
Biopesticides as most promising sectors for Canada. These sectors 
are further analysed in a phase II study that will provide additional 
market research and possible strategies. The phase II study is 
planned to be completed in July 2003. 


BioProducts Canada (BPC), created in 2001, is an industry-led, 
not-for-profit coalition funded by the private and public sectors. BPC 
identifies the market demand for products needed now and in the 
future. This will result in funding, research and commercialization 

of bio-based products sourced from the agriculture, forestry and 
aquaculture sectors. 


Funding of about $1.2 million was approved from the Matching 


_ Investment Initiative Fund for 47 projects in 2000-2003. The projects 


focussed on the development of environmental sustainable approaches 
to crop and animal production including sustainable technologies, 
product, and processes. 


AAFC activities in fractionation include working with oilseed 
processors to facilitate their development of bio-diesel fuel as well 
as technology transfer regarding the development of bio-active 
ingredients from corn fractionation. 


3. CONTRIBUTE TO SUSTAINABLE COMMUNITIES 


SDS Osuectives DEPARTMENTAL COMMITMENTS 


To work with the sector and with 
stakeholders to reduce risk from pest 
management. 


To support research and development 
activities, and increase our understanding 
of pest control in agriculture. 


To engage in education and awareness 
activities to promote integrated pesticide 
management and best practices. 


To evaluate policy options that could 
enhance the sector's capacity to facilitate 
the introduction of reduced-risk pest 
control products. 


3.1 Reduce risk in pest 
management 


To work with the sector and with stake- 
holders to provide information and 
knowledge for informed land manage- 
ment decision making. 


To provide information on the sector's 
progress toward sustainable agriculture 
and agri-food production. 


3.2 Encourage informed 
public dialogue on 
agri-environmental 
issues 


DEPARTMENTAL ACCOMPLISHMENTS 


Integrated about 75 projects into eight national studies as follows: 


(1) Development of biological control strategies for insects, diseases 
and weeds in integrated pest management (IPM) programs; 


(2) Development of reduced risk technologies and best management 
practices for management of insect and mite pests of fruit and 
greenhouse crops; ¢ 


(3) Development of reduced risk technologies and best management 
practices for management of insect and mite pests of field crops; 


(4) Development of reduced risk technologies and best management 
practices for management of plant diseases; 


(5) Biology, ecology and development of reduced risk technologies 
and best management practices for weeds and invasive plants; 


(6) Development of methods and mechanisms for assessing pest popu- 
lations, forecasting pest outbreaks, and assessing IPM adoption; 


(7) Research on biology and ecology of insect and mite pests and 
their identification for use in IPM: and 


(8) Research on plant pathogen biology, etiology and host relationship 
for use in IPM. 


In 2002-2003, two new programs were established in support of the 
Government's overall approach to advancing federal pesticide 
management and improving the agriculture sector's capacity for 
environmental stewardship: the Minor Use Pesticides program and 
the Pesticide Risk Reduction program. The Minor Use Pesticides 
program will co-ordinate and manage the development of regulatory 
submissions to the Pest Management Regulatory Agency (PMRA) for 
minor use pesticides including the conduct of field trials and laboratory 
analyses to generate the required data for new minor use pesticide 
uses. In addition, research will be funded to support the introduction 
of minor use pesticides that pose a reduced risk to the environment, 
by addressing issues such as resistance management and secondary 
pest invasions. Under the Pesticide Risk Reduction program, com- 
modity-based risk reduction strategies will be developed to foster the 
use of reduced risk and minor use pesticides, and the adoption of 
alternative pest control approaches, such as integrated pest man- 
agement, that reduce pesticide risks to health and the environment. 


Building on previous work that led to the publication in February 2000 
of the first comprehensive assessment of Canadian agriculture’s 
environmental performance, Environmental Sustainability of Canadian 
Agriculture: Report of the Agri-Environmental Indicator Project, AAFC, 
through the National Agri-Environmental Health Analysis and Reporting 
Program (NAHARP), has expanded its efforts in this area of work and 
plans on publishing an update of that report by 2005 (five years after 
the first report) and releasing a more comprehensive report in 2008, 
which will include new indicators. The NAHARP program includes 
three complementary approaches: 

(1) developing a comprehensive set of science-based agri- 
environmental indicators; 

(2) linking these agri-environmental indicators with economic 
information to project future environmental outcomes and assess 
current and planned programs and policies; 

(3) assigning a monetary value to the costs and benefits of 
agri-environmental impacts. 
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SDS OBJECTIVES DEPARTMENTAL COMMITMENTS 


3.3 Develop healthy To work with its partners and with other 


| 


innovative products — stakeholders to position Canada as a 
world leader and centre of excellence in 
the research, production, and marketing 
of innovative, safe, high-quality, environ- 
mentally friendly and efficacious 
functional foods and nutraceuticals 


AAFC 2002-2003 Estimates 


DEPARTMENTAL ACCOMPLISHMENTS 


Funding averaging $1.2 million per year was approved by the 
Matching Investment Initiative Fund for 40 projects with a focus on 
the food components with potential impact on human health. 


AAFC is following the work of Health Canada’s Functional Food Policy 
Committee (FFPC) and its sub-committee on product classification. 
Their objective is to develop a product classification system and 
interim policy for product specific health claims for foods in order to 
develop an effective longer-term policy framework for dealing with 
products that cross current regulatory structures (i.e. are both a 

drug and a food). 


AAFC has initiated a series of “armchair sessions” for food 
regulators to provide an opportunity for them to meet leaders in new 
food product development and to gain insight into the latest tech- 
nologies, products and processes being developed both domestically 
and internationally. 


AAFC managers and scientists attended the International Conference 


on the Long Term Surveillance of Genetically Modified Organisms held 
by Health Canada in October 2002. Subsequent meetings organized in 
2002 and 2003 by Health Canada, addressed the potential for 
collaboration between Health Canada and AAFC. 


AAFC scientists and marketing officers provided a submission to 
Health Canada commenting on the proposed Natural Health 
Products Regulations. 


AAFC completed four reports that resulted in numerous initiatives 
and opportunities to promote the Functional Foods/Nutraceuticals 
sector within the Government and to the public. These reports were: 


¢ The Potential Benefits to the Agriculture Industry from Functional 
Foods and Nutraceuticals 


Potential Savings to the Health Care System from Functional Foods 
and Nutraceuticals 


An Analysis of Competitor Funding Strategies in the Functional 
Food and Nutraceutical Sector (internal working document) 


Research Bench to Commercialization Case Studies (internal 
working document) 


4. SUSTAINABLE DEVELOPMENT INTEGRATED INTO DEPARTMENTAL POLICIES, PROGRAMS, AND OPERATIONS 


SDS OBvectives 


4.1 Integrate sustainable 
development princi- 
ples into policy and 
program develop- 
ment 


4.2 Practice green 
procurement 


4.3 Improve waste 
management 


4.4 Improve waste 
and wastewater 
management 


DEPARTMENTAL COMMITMENTS 


To educate its policy analysts and senior 
management about sustainable develop- 
ment to ensure that they have the 
knowledge, capacity and contacts to 
consider economic, social and agri- 
environmental principles when providing 
policy, program, or legislative advice. 


To review departmental policies, programs, 
and legislation from a sustainable devel- 

opment perspective and co-ordinate with 
other departments in integrating sustain- 

able development analysis into policy. 


To produce and publish analyses of key 
policy options and initiatives and then 
review how this information was used to 
improve the outcomes of sustainable 
development activities. 


To promote the purchase of environmen- 
tally responsible goods and services. 


To use waste-auditing tools and procedures 
to identify opportunities for waste reduction. 


To develop and implement a waste 
reduction action plan. 


To institute separate waste streams at 
sources where such services are opera- 
tionally and economically available and 
feasible. 


To compost organic waste whenever 
possible. 


To encourage electronic communication, 
to reduce paper use. 


To identify water saving opportunities. 
To develop and implement water conser- 
vation plans and optimize water efficiency 


To consider water-efficiency equipment 
for future purchases, to reduce water 
use. 


To use grey water for landscaping and 
irrigation when feasible. 


DEPARTMENTAL ACCOMPLISHMENTS 


AAFC will establish and initiate a training program for Environmental 
Assessment and Strategic Environmental Assessment. 


Reviewed and updated departmental Strategic Environmental 
Assessment Guide. 


AAFC started consultations with stakeholders from various sectors 
on developing a policy that responds to the commitment made in 
June 2001 by the federal/provincial/territorial ministers of agriculture 
agreement (in principle) to work toward a comprehensive plan for 
accelerated environmental action and sustainable development. 


Procurement delegations and delivery models within AAFC have 
been under review for some time and as a result significant changes 
have been made and are still occurring. Training requirement needs 
are currently being assessed and any resulting training program will 
address green procurement considerations. 


During the period, one facility was audited. 


Over the previous and current period, when and where feasible, 
action items and identified opportunities to reduce waste have been 
implemented at the audited facilities. 


During the period, one facility was audited. 


Over the previous and current period, when and where feasible, 
action items and identified opportunities regarding the management 
practices of water usages and wastewater generation have been 
reviewed and implemented at the audited facilities. 
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SDS OBuectives 


4.5 Improve building 
management 


4.6 Improve fleet 
management 


4.7 Improve land 
management 


DEPARTMENTAL COMMITMENTS 


To review energy use. 
To develop energy management plans. 


To provide the necessary training in 
energy efficiency for building operators 
and managers. 


To implement all economically attractive 
energy retrofits. 


To manage fleet vehicles in accordance 
with economic and environmental 
objectives outlined in Treasury Board's 
Motor Vehicle Policy. 


To maximize fuel efficiency and alternative 
fuel use. 


To reduce the number of vehicles and the 
kilometres travelled for departmental use. 


To purchase vehicles of appropriate 
engine size for intended use. 


To test emissions and maintain vehicles 
regularly. 


To identify, classify, and assess sites of 
concern. 


To manage risks to human health and the 
environment using risk assessment and 
techniques for containment, mitigation, 
and remediation. 


To review leasehold agreements between 
federal and private interests to ensure 
that they contain appropriate arrange- 
ments to prevent contamination. 


AAFC 2002-2003 Estimates 


DEPARTMENTAL ACCOMPLISHMENTS 


Two facilities were audited. 


Over the previous and current period, when and where feasible and 
cost effective, action items and identified opportunities have been 
implemented at the audited facilities. 


Updated annual departmental report. Over the period, AAFC acquired 
126 vehicles total, and 112 of these units are operating with ethanol 
blended fuel (E85). 


Updated annual departmental contaminated sites inventory. 


Updated annual departmental storage tank inventory. Also, for the 
reporting period added five new dedicated storage tanks and one 

new dedicated storage tank with a compartment for the storage of 
ethanol blended fuel (E85). 
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Notes: 

¢ The figures in the following set of tables have been rounded to the nearest millions of dollars. For this reason, figures that cannot be listed in millions of dollars 
are shown as 0.0. 

Due to rounding, figures may not add to the totals shown. 

As a result of the change in business structure for 2000-2001, the amounts by strategic outcome are approximate allocations for 2000-2001. 

Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities (RPP) and are equivalent to AAFC’s Main Estimates. 


Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as 
adjustments to statutory items (combined total of $990.4 million). Some of the larger items include: Net Income Stabilization Account (NISA) Bridge funding 
($595 million), Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($96.6 million), Operating budget carryforward 
($19 million) and Safety Net Companion Program reprofiling from 2001-2002 ($18.5 million). 


¢ Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 
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TABLE 1: Summary oF VoTED APPROPRIATIONS 


FINANCIAL REQUIREMENTS BY AUTHORITY ($ MILLIONS) 2002-2003 
PLANNED TOTAL 

Vote AGRICULTURE AND AGRI-FooD PROGRAM SPENDING AUTHORITIES ACTUAL 
1 Operating Expenditures 437.7 522.6 508.1 

5 Capital Expenditures 46.8 44.4 44.4 
10 Grants and Contributions 780.0 1,011.2 903.8 
(S) Grants to agencies established under the Farm Products Agencies Act 0.2 0.6 - 
(S) Payments in connection with the Agricultural Marketing Programs Act 65.5 17.8 17.8 
(S) Loan Guarantees under the Farm Improvement and Marketing Co-operatives Loans Act 40 2.8 2.8 
(S) Payments in connection with the Farm Income Protection Act — Crop Insurance Program 22k ES 255 
(S) Payments in connection with the Farm Income Protection Act— Net Income Stabilization Account 212.6 278.7 278.7 

(S) Minister of Agriculture and Agri-Food — salary and motor car allowance 0.1 0.1 0.1 

(S) Contributions to employee benefit plans 53.7 71.5 71.5 
(S) Spending of proceeds from the disposal of surplus Crown Assets - 3.6 3.6 
(S) Collection Agency Fees - 0.2 0.2 
(S) Canadian Pari-Mutuel Agency Revolving Fund - 3.1 (0.3) 
(S) Contributions to a transition to future risk management programming - Rs TRS 597.5 


(S) Expenditures pursuant to section 29 of the Financial Administration Act for payments pursuant 
to guarantees under the Spring Credit Advance Program - 9.0 9.0 


TOTAL DEPARTMENT 


Notes: 


(S) denotes a Statutory item 
¢ Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities and are equivalent to AAFC's Main Estimates. 


¢ Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as 
adjustments to statutory items (combined total of $990.4 million). Some of the larger items include: the Net Income Stabilization Account Bridge funding ($595 million), 
Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($96.6 million), Operating budget carryforward ($19 million) and Safety 
Net Companion Program reprofiling from 2001-2002 ($18.5 million). 


¢ Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 
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TABLE 2: Comparison oF TOTAL PLANNED SPENDING T0 ACTUAL SPENDING 


DEPARTMENTAL PLANNED VERSUS ACTUAL SPENDING BY STRATEGIC OUTCOME (MILLIONS OF DOLLARS) 


VoTED STATUTORY Less: 
GRANTS AND GRANTS AND Tota. Gross RESPENDABLE ~— TOTAL NET 

STRATEGIC OUTCOMES FTES OPERATING CAPITAL CONTRIBUTIONS CONTRIBUTIONS EXPENDITURES | REVENUES — EXPENDITURES 
Security of the Food System 

Planned 1,261 119.5 0.3 675.5 509.5 1,304.9 ee Ls 1,280.4 

Total Authorities 179.0 1.0 914.2 1,161.7 2,295.9 24.5 2,231.4 

Actuals 1,865 175.8 1.0 807.0 1,161.1 2,144.8 24.3 2,120.5 
Health of the Environment 

Planned 1,441 137.4 14.4 20.6 - 172.4 14.4 158.1 

Total Authorities 185.4 10.9 30.2 - 226.5 14.4 212.1 

Actuals 1,617 177.4 10.9 30.0 - 218.3 13.6 204.7 
Innovation for Growth 

Planned 2,620 273.4 624 83.9 0.1 389.5 0.2 389.4 

Total Authorities 274.9 Soe 66.8 - 374.9 0.2 374.7 

Actuals 2,283 267.2 33.2 66.8 - 367.1 - 367.1 


Total Planned 780.0 509.6 1,866.8 
Total Authorities 1,011.2 1,161.7 2,857.2 


Total Actuals 903.8 1,161.1 2,130.3 


OTHER REVENUES AND EXPENDITURES 
Less: Non-respendable Revenues 


Planned 81.0 

Total Authorities 152.9 

Actuals 152.9 
Plus: Cost of services provided by other departments! 

Planned 33.4 

Total Authorities 38.6 

Actuals 38.6 
Net Cost of the Program 

Planned 1,780.2 

Total Authorities 2,704.0 

Actuals 2,578.0 


Notes: 
FTEs=Full-time Equivalents 


1 Cost of services provided by other departments includes accommodation provided by Public Works and Government Services Canada (PWGSC), contributions covering 
employees’ share of employees’ insurance premiums paid by TBS, Workman's Compensation coverage provided by Human Resources Development Canada and salary 
and associated expenditures of legal services provided by Justice Canada. 

¢ Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities and are equivalent to AAFC's Main Estimates. 

* Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as 
adjustments to statutory items (combined total of $990.4 million). Some of the larger items include: the Net Income Stabilization Account Bridge funding ($595 million), 
Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($96.6 million), Operating budget carryforward ($19 million) and Safety 
Net Companion Program reprofiling from 2001-2002 ($18.5 million). 


¢ Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 
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TABLE 3: HisTorIcAL CoMPARISON OF TOTAL PLANNED SPENDING TO ACTUAL SPENDING 


HisTORICAL COMPARISON OF DEPARTMENTAL PLANNED VERSUS ACTUAL SPENDING BY STRATEGIC OUTCOME ($ MILLIONS) 


2000-2001 2001-2002 2002-2003 
PLANNED TOTAL PLANNED —TOTAL PLANNED TOTAL oo 
STRATEGIC OUTCOMES = Spenpinc § Autuoritiegs AcTUAL § SPENDING AUTHORITIES ACTUAL SPENDING AUTHORITIES ACTUAL 
Security of the Food System 1,796.5 1,949.7 1,823.8 1,318.5 1,966.6 1,874.4 1,280.4 2,231.4 2,120.5 
Health of the Environment 123.0 138.5 135.8 128.3 161.2 160.7 158.1 212.1 204.7 
Innovation for Growth 382.2 411.2 403.1 3 384.8 451.0 439.2 389.4 374.7 367.1 


2,301.7 2,499.4 2,362.7 1,831.6 2,578.8 2,474.3 1,827.8 > 2,818.2 


Notes: 
¢ Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities and are equivalent to AAFC’s Main Estimates. 


¢ Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as 
adjustments to statutory items (combined total of $990.4 million). Some of the larger items include: the Net Income Stabilization Account Bridge funding ($595 million), 
Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($96.6 million), Operating budget carryforward ($19 million) and Safety 
Net Companion Program reprofiling from 2001-2002 ($18.5 million). 


¢ Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 


TABLE 4: Revenues: RESPENDABLE AND NON-RESPENDABLE REVENUE 


REVENUES BY STRATEGIC OUTCOME ($ MILLIONS) 


2000-2001 2001-2002 | 2002-2003 
PLANNED TOTAL 
ACTUAL ACTUAL REVENUES AUTHORITIES ACTUAL 
Respendable Revenues 
Security of the Food System i 11.4 24.4 8 24.3 
Health of the Environment 17.6 175 14.5 144 13.6 
Innovation for Growth 8.5 8.0 0.1 0.2 — 
Subtotal 37.3 36.9 39.0 39.0 38.0 


Unplanned ~ - - - 


Security of the Food System 6.4 120.0 ltl 120.3 — 1205 
Health of the Environment 10.4 48 19.7 1.8 1.8 
Innovation for Growth 24.5 12.7 42.6 30.8 30.8 


Subtotal 41.2 137.5 81.0 152.9 toed 
Unplanned - - 


Notes: 


¢ Respendable revenues are generated by the Community Pastures Program, administration fees related to the Net Income Stabilization Account (NISA) and the 
Canadian Pari-Mutuel Agency Revolving Fund. In accordance with Treasury Board policy, the Department can generate and spend up to 125 percent of its vote-netted 
revenue authority. 


¢ Non-respendable revenues include such items as refunds of previous years’ expenditures, proceeds from the sale of Crown Assets, privileges, licences and permits. 
The $71.9 million increase between Actual Non-Respendable Revenues and Planned Non-Respendable Revenues is mainly due to collections of overpayments under 
the Agricultural Income Disaster Assistance (AIDA) program and the Canadian Farm Income Program (CFIP). These amounts could not have been estimated at the 
time of producing the 2002-2003 Report on Plans and Priorities. 


* For 2002-2003, non-respendable revenue also includes revenues related to the Return on Investments from the Canadian Dairy Commission ($1.2 million), the Farm 
Credit Corporation ($754.0 thousand), Agricultural Service Centres ($10.6 thousand) and the Construction of Multi-Purpose Exhibition Buildings ($9.1 thousand). 
For years prior to 2002-2003, these amounts were not included in the non-respendable revenue figure (in 2001-2002 they amounted to $63.8 million in total). 
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TABLE 5: Statutory Payments 


STATUTORY TRANSFER PAYMENTS ARE INCLUDED IN TABLE 6 — TRANSFER PAYMENTS. 


TABLE 6: TRANSFER PAYMENTS (GRANTS AND CONTRIBUTIONS) 


TRANSFER PAYMENTS BY STRATEGIC OUTCOME ($ MILLIONS) 


2000-2001 2001-2002 2002-2003 
PLANNED- TOTAL 
STRATEGIC OUTCOMES ACTUAL AcTUAL SPENDING AUTHORITIES © ACTUAL 
GRANTS 
Security of the Food System 
(S) Grants to agencies established under the Farm Products Agencies Act - ~ 0.1 0.6 - 
Grants to organizations to facilitate adaptation and rural development within 

the agriculture and agri-food sector (CARD) 47 6.0 53 46 46 
Grant to the University of Saskatchewan for the Western College 

of Veterinary Medicine ~ — - 22.2 22.2 
Grant to the University of Guelph for the Ontario Veterinary College - - - aha oho 
Grant to the University of Prince Edward Island for the Atlantic Veterinary College - = - 18.0 18.0 
Grant to the Faculté de médecine vétérinaire de I'Université de Montréal - - = 35.5 30.0 

4] 6.0 5.5 118.2 117.6 
Health of the Environment 
Agricultural research in universities and other scientific organizations in Canada - 5 - 0.9 0.8 
Grants to organizations whose activities support soil and water conservation 

and development 0.0 0.0 0.0 0.0 0.0 
Grants to organizations to facilitate adaptation and rural development within 

the agriculture and agri-food sector (CARD) 9.1 12.8 10.3 12.3 12.3 

9.2 12.8 10.3 13.2 13.2 
Innovation for Growth 
(S) Grants to agencies established under the Farm Products Agencies Act - = 0.1 = = 
Agricultural research in universities and other scientific organizations inCanada_ 0.8 0.7 1.0 - - 
Grants to organizations to facilitate adaptation and rural development within 
the agriculture and agri-food sector (CARD) 15s 14.8 16.8 14.7 14.7 
16.4 15.5 17.8 14.7 14.7 
Total Statutory Grants - - 0.2 0.6 - 
Total Voted Grants 30.3 34.3 33.4 145.6 145.5 
CONTRIBUTIONS 
Security of the Food System 
(S) Payments in connection with the Agricultural Marketing Programs Act (AMPA) 31.3 20.2 65.5 17.8 17.8 
(S) Loan guarantees under the Farm Improvement and Marketing Co-operatives 

Loans Act (FIMCLA) 0.0 2.7 4.0 28 28 
(S) Payments in connection with the Farm Income Protection Act — 

Crop Insurance Program 222.6 231.4 221.3 255.3 255.3 
(S) Payments in connection with the Farm Income Protection Act — 

Net Income Stabilization Account 226.1 249.5 212.6 278.7 278.7 
(S) Expenditures pursuant to section 29 of the Financial Administation Act for 

payments pursuant to guarantees under the Spring Credit Advance Program - 12.3 - 9.0 9.0 
Contributions under the Agri-Food Trade Program (AFTP) 5.8 0.8 45 17.0 16.8 
Contributions for Agricultural Risk Management — 

Canadian Farm Income Program (CFIP) 357.4 394.0 413.0 481.6 481.6 
Contributions for Agricultural Risk Management 40.1 107.0 107.0 107.0 107.0 
Contributions under the Agricultural Income Disaster Assistance (AIDA) 

pursuant to the Farm Income Protection Act 605.0 70.7 = 3.0 3.0 
Contributions to facilitate adaptation and rural development with the 

agriculture and agri-food sector (CARD) 1.2 2.2 47 39 oa 
Payments in connection with the Farm Income Protection Act— 

Safety Net Companion Programs 146.0 81.1 136.7 155.2 57.3 
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TABLE 6 CONTINUED 2000-2001 2001-2002 2002-2003 


PLANNED TOTAL 
ACTUAL AcTUAL SPENDING AUTHORITIES — ACTUAL 
Assistance for the disposal of surplus potatoes in Prince Edward Island 
as a result of discovery of Potato Wart 14.6 ~ - ~ - 
Payments for the benefit of producers for agricultural commodities by the : 
Governor in Council pursuant to the Farm Income Protection Act 62.0 29.7 = = = 
Contributions to provide farm income assistance to the agriculture 
community: Spring Credit Advance Program (SCAP) 11.9 16.4 - 22.1 13.1 
Contributions to the Canada Safety Council in support of 
National Farm Safety Week 0.0 = 0.0 = - 
Contributions toward the control of the Plum Pox virus - Ze 43 5.3 52 
Contributions for agricultural risk management. Payments in connection 
with the Farm Income Protection Act - 550.0 - - = 
Contributions under the Agri-Food Assistance Program (AFAP) 0.5 ~ - 1.5 1.5 
(S) Contributions to a transition to future risk management programming - - - - 8975 = 5075 
1,724.5 1,770.2 1,179.6 1,957.7 1,850.4 


Health of the Environment 
Contribution to the Canada Safety Council in support of National Farm Safety Week - - - 0.0 0.0 
Contributions to bona fide farmers and ranchers, groups of farmers and small 

communities in Manitoba, Saskatchewan, Alberta and the Peace River District 
of British Columbia for the development of dependable water supplies 5.3 71 5.4 13.7 13.7 


Contributions to facilitate adaptation and rural development with the 
agriculture and agri-food sector (CARD) 22 2.5 3.0 18 1.6 
Contributions under the Agri-Food Assistance Program (AFAP) 0.1 - - 0.2 0.2 
Contributions toward the implementation of the Climate Change Action Plan 2000 - - 100 1.3 1.3 
7.6 9.6 10.3 17.0 16.8 


Innovation for Growth 
(S) Payments in connection with the Farm Income Protection Act — 


Transition Programs for Red Meats (BIDF) 0.8 0.8 - - = 
(S) Payments in connection with the Farm Income Protection Act — : 

Agri-Food Innovation Program 3.8 0.6 > - = 
Initiatives under the authority of the Economic and Regional —— 

Development Agreements (ERDA) 0.4 - = - = 
Contributions under the Prairie Grain Roads Program - ao 46.2 36.3 36.3 
Contributions under the Canadian Agri-Infrastructure Program (CAIP) 16.8 5.3 - - - 
Contributions to facilitate adaptation and rural development with the 

agriculture and agri-food sector (CARD) 6.0 5.8 75 76 76 
Contributions to the Protein, Oil and Starch (POS) Pilot Plan Corporation 17 7 1] 17 Ad 
Contributions in support of organizations associated with agriculture - 

research and development 0.8 0.8 0.7 0.9 0.9 
Contributions under the Canadian Rural Partnership Initiative 2.1 28 1.6 4.6 46 
Contributions under the Agri-Food Trade Program (AFTP) 10.7 13.6 8.3 — 2s 
Contributions under the Agri-Food Assistance Program (AFAP) 0.5 0.6 - 0.7 0.7 


Contributions toward a policy framework for the development of 


Co-operatives in low income communities - - - 0.2 0.2 

54.8 66.1 §21 52.1 

Total Statutory Contributions 517.4 509.4 1,161.1 1,161.1 
Total Voted Contributions i 


0 y ; ; L 167. 167. 
Total Voted Grants and Contributions 1,321.6 1,351.5 780.0 1,011.2 903.8 


1,868.9 


Notes: 
¢ Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities and are equivalent to AAFC's Main Estimates. 


* Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as 
adjustments to statutory items (combined total of $883.3 million for grants and contributions). Some of the larger items include: the Net Income Stabilization Account 
Bridge funding ($592.5 million), Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($93.7 million) and Safety Net Companion 
Program reprofiling from 2001-2002 ($18.5 million). 


* Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 
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TABLE 7: Resource REQUIREMENTS BY ORGANIZATION AND STRATEGIC OUTCOME 


Comparison OF 2002-2003 RPP PLANNED SPENDING AND TOTAL AUTHORITIES TO ACTUAL EXPENDITURES BY ORGANIZATION AND STRATEGIC OUTCOME ($ MILLIONS) (NET) 


STRATEGIC OUTCOME 


SECURITY OF THE HEALTH OF THE INNOVATION FOR 

ORGANIZATION/TEAM Foop SYSTEM ENVIRONMENT GROWTH TOTAL 
Environment 

Planned 17.4 57.1 iy) 76.7 

Total Authorities 20.1 67.0 26 89.8 

Actuals 20.2 67.2 2.6 90.0 
Food Safety and Quality 

Planned 14.9 0.7 0.4 16.0 

Total Authorities 16.4 08 0.4 17.5 

Actuals 16.7 0.8 0.4 17.9 
Innovation and Renewal 

Planned 8.0 13.7 82.1 103.8 

Total Authorities 10.0 ZZ, 102.9 130.0 

Actuals 9.9 17.0 101.9 128.8 
International Issues 

Planned 18.7 0.1 6.5 25.3 

Total Authorities 19.9 0.1 6.9 26.9 

Actuals 20.8 0.1 7.2 28.0 
Business Risk Management 

Planned 6.1 0.0 0.1 6.3 

Total Authorities 6.3 0.0 0.1 6.5 

Actuals 6.3 0.0 0.1 6.5 
Programs! 

Planned 1,194.5 21.2 80.9 1,296.6 

Total Authorities 1,996.2 Se} 61.7 2,090.1 

Actuals 1,889.9 32.2 61.7 1,983.8 
Enabling2 

Planned 20.2 36.6 195.6 252.4 

Total Authorities 161.4 67.0 175.8 404.1 

Actuals 156.3 67.4 173.6 397.3 
Corporate Offices3 

Planned 0.7 28.7 21.6 50.9 

Total Authorities | 278 24,4 53.3 


Actuals 0.4 19.9 19.6 39.9 


Total Planned 


Total Authorities 


Total Actuals , i é 2,692.3 


Notes: 


Programs Team resources are significantly higher than those of the other teams as they include resources for Grants and Contributions. The planned spending, 
authorities and actual amounts for Grants and Contributions under the Programs Team are as follows: Security of the Food System ($1,184.9 million, $1,961.7 million and 
$1,854.5 million), Health of the Environment ($20.6 million, $30.0 million and $29.9 million) and Innovation for Growth ($80.2 million, $59.1 million and $59.1 million ). 


2 Enabling Teams include Assets, Communications, Finance, Human Resources, Information Systems and Policy, Analysis and Planning. The increase under Security of the 
Food System from Planned Spending to Authorities reflects funding received via Supplementary Estimates to issue Grants to Veterinary Colleges amounting to $113.0 million. 
Corporate Offices include Executive Offices, Rural and Co-Operative Secretariat, National Farm Products Council, Legal Services, Review Tribunal, Audit and Review and 
ADM Offices. 

¢ Planned Spending figures are as reported in the 2002-2003 Report on Plans and Priorities and are equivalent to AAFC’s Main Estimates. 


* Total Authorities reflect 2002-2003 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2002-2003 fiscal year as well as adjust- 
ments to statutory items (combined total of $990.4 million). Some of the larger items include: Net Income Stabilization Account (NISA) Bridge funding ($595 million), 
Grants to Veterinary Colleges ($113 million), Canadian Farm Income Program (CFIP) recoveries ($96.6 million), Operating budget carryforward ($19 million) and Safety 
Net Companion Program reprofiling from 2001-2002 ($18.5 million). 


¢ Actual figures reflect the actual expenditures incurred during the 2002-2003 fiscal year as reported in Public Accounts. 
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TABLE 8: ProJects 


Provects! By STRATEGIC OuTcOME ($ MILLIONS) 


2000-2001 2001-2002 


CURRENT 
ESTIMATED 
Totat Cost2 


STRATEGIC OUTCOMES ACTUAL ACTUAL 


Security of the Food System 
AgConnex 
Total Security of the Food System’ 


Health of the Environment 
Saskatchewan (Swift Current), Duncairn Dam 10.0 _ 0.1 
National Land and Water Information coo NWS) 100.1 


Total Health of the Environment — Fe a 100 | 
Innovation for Growth 


to be determined’ 


Newfoundland (St. John's), Facility retrofit 13.5 - 0.2 
PE.|. (Charlottetown), Consolidation operations (S) 6.9 25 35 
N.S. (Kentville), Facility retrofit 10.0 - - 
N.B. (Fredericton), Facility retrofit (I) 21.7 1.7 3.9 
Quebec (Lennoxville), Renovate Dairy facility 8.5 - - 
Quebec (St-Hyacinthe), Tech. Innovation Centre (S) 8.0 0.6 6.9 
Quebec (Ste-Foy), Expansion of facilities 30.0 - 0.1 
Ontario (London), Facility upgrade (S) iB) 0.3 - 
Ontario (Harrow), Facility retrofit 10.0 - 0.1 
Manitoba (Winnipeg), Facility retrofit (I) 24.0 - 


Alberta (Lethbridge), New multi-purpose facility (S) 
B.C. (Agassiz), New office laboratory (S) 


Total innovation for Growth 


Total Projects over $5 million’ 


Notes: 
1 All current approved projects with an estimated value of over $5 million are listed above. 
2 The Current Estimated Total Cost number includes both expenditures made in previous years and expenditures forecast for beyond 2002-2003. 


3 Preliminary project approval was received for $21.94 million. The project is currently redefining and restructuring the concept into separate, manageable, 
discrete projects. 


4 Current Estimated Total Cost does not include any resources for AgConnex. See note 3 above. 
(S) denotes a Substantive Estimate 
(I) denotes an Indicative Estimate 
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TABLE 9: Status Summary oF MaJor Crown Prosects 


STATUS OF Masor CROWN PROJECTS 


ProJect NAME NATIONAL LAND AND WaTER INFORMATION SERVICE 
PROJECT PHASE PROJECT DEFINITION 
1. OVERVIEW 


The National Land and Water Information Service (NLWIS) is an initiative of Agriculture and 
Agri-Food Canada (AAFC) under the Agricultural Policy Framework (APF). Its role is to make 
available, to land use decision makers, decision tools and environmental information to support and 
inform local and regional land-use planning and management. This supports the Government's 
objectives to invest in advanced information systems to enable better land use and protect surface 
and groundwater supplies from the impact of industrial and agricultural operations. 


The NLWIS project is to provide on-line access to the detailed geographic information and 
interpretive models needed to plan agricultural growth. This will include standardizing national and 
regional Geographic Information Systems to provide resource information to the public on soil, water, 
air and biodiversity. NLWIS will be developed in concert with the sector, provinces and territories 
to provide producers with the tools and information that they need to make environmentally 
responsible land use decisions. 


2. LEAD AND PARTICIPATING DEPARTMENTS 


Sponsoring Department: Agriculture and Agri-Food Canada 
Contracting Authority: Not yet assigned 
Participating Departments: Under negotiation 


3. Prime CONTRACTOR AND Mavor SuB-CoNTRACTORS AND ADDRESSES 
None at the time of this report 


4. Masor MILestones 


Milestone 
Preliminary Project Approval 10-Apr-03 
Establish a Project Management Office 30-Jun-03 
Develop a Proof of Concept 31-Mar-04 
Prepare a Detailed Plan and Effective Project 

Approval Documentation 31-Mar-04 
Obtain Effective Project Approval 31-Mar-04 


5. PROGRESS REPORT AND EXPLANATION OF VARIANCES 
The NLWIS Project received Preliminary Project Approval on April 10, 2003, and was designated a 
Major Crown Project. The project definition phase will take a full year to complete and will result in 
a request for Effective Project Approval. There are no variances to report at this time. 


6. INDUSTRIAL BENEFITS 
NLWIS is a national program that will use and provide information in all the provinces. The Project 
Management Office will be located in Regina and the proof of concept will be working with an 
application in Manitoba. The extent of regional and industrial benefits will be explored during the 
project definition phase. 
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TABLE 10: Canapian Pari-Mutuet Acency Revolvine Funp ($ MiLuions) 


2000-2001 2001-2002 2002-2003 
TOTAL io 
AcTUAL AcTUAL AutHoriigs = =——— ACTUAL 
Revenues 14.9 14.9 15.6 14.8 - 
Expenditures 14.1 14.6 15.6 1 


Add items not requiring use of funds: a . 
Depreciation / amortization 0.5 - : Ul | ol 


Changes in working capital (0.6) 0.6 — rr 

Other changes 0.6 (1.2) = U2 
Investing activities: oo. a 

Acquisition of depreciable assets (0.1) (0.4) (0.1) - = OAL 


Authority: cumulative surplus (draw down) 


Notes: 
¢ ‘line of credit’ of $2 million was approved as the maximum amount that may be drawn from the Consolidated Revenue Fund at any point in time. 
¢ The authority includes the $2 million draw down. 


TABLE 11: Contingent LiapiLitigs — AGRICULTURE AND AcRi-Foop CANADA 


CONTINGENT LIABILITIES ($ MILLIONS) 


List OF CONTINGENT LIABILITIES AMouNT OF CONTINGENT LIABILITY 
CURRENT AS OF 
Marcu 31, 2001 Marcu 31, 2002 Marcu 31, 2003 
Litigation 6.6 33 ee 
Guarantees 915.1 708.1! : 96! 
Total 921.6 15 | 653.1 
Note: 


1 These amounts reflect the Department's estimated contingent liability related to guarantees provided under the Agricultural Marketing Programs Act (AMPA), the Farm 
Improvement and Marketing Co-operatives Loans Act (FIMCLA). 
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EXTERNAL USER 
CHARGING BACKGROUND 


The federal government has engaged in external charging since Confederation 
and today applies external charges to a diverse range of activities. Charges are 
linked to a good or service that an identifiable external party receives, over 
and above what the general taxpayer receives, or to the costs of regulating an 
activity. The new Treasury Board Policy on External Charging requires greater 
accountability and emphasis on the establishment, amendment and ongoing 
management of external charges. The broad theme is to improve transparency 
and accountability to Parliament and the public and to give stakeholders real 
opportunities for input. 


To implement this new policy, AAFC has reconstituted the Portfolio User 
Charge Working Group, which is responsible for the development and imple- 
mentation of a user fee framework to guide the management in establishing 
user charges across the entire portfolio. Work is underway to develop a pro- 
gram manager’s guide to revenue and cost recovery which will be published on 
the AAFC Web site. This guide will contain an inventory of all the AAFC 


Portfolio programs that have user charges. 


Following is a completed reporting template for AAFC’s External Charging 
information. 
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Propose amendments to the 
Pari-Mutuel Betting Supervision 
Regulations 


Deliver effective and efficient enforce- 
ment of pari-mutuel operations 
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SUPPLEMENTARY 
INFORMATION 


Canadian Pari-Mutuel Agency (CPIMA) 


The Canadian Pari-Mutuel Agency (CPMA) works to protect the betting 
public against fraudulent practices at racetracks by ensuring the integrity of 
pari-mutuel betting. This is achieved by the enforcement of the Pari-Mutuel 
Betting Supervision Regulations pursuant to section 204 of the Criminal Code. 

In 2002-2003, the Agency provided efficient and effective pari-mutuel 
supervision within the resource level of the federal levy. The CPMA also helps 
to maintain the viability of the Canadian racing industry by providing and 
promoting surveillance programs that contribute to the positive image 

of racing. 


¢ The CPMA Operating Environment is a full cost recovered operation, 
which derives its revenue from a levy against each dollar bet on horse races 
in Canada. 


¢ In 2002-2003, the gross bet was $1.85 billion. The federal levy is 8/10th of 
one cent on every dollar bet in Canada. The greatest part of every dollar bet 
is returned to the winning bettors. 


KEY TARGETS AND OVERALL RESULTS 


Significant progress was realized in the regulatory and consultation process to address changes 
resulting from proven technology advancements, desires of the betting public for more choices, 
deletion of outdated regulations, and administrative or housekeeping issues. Miscellaneous 
amendments were approved by the Minister and published in the Canada Gazette, Part II, on 
July 18, 2002. An omnibus set of amendments to the Regulations was pre-published in the Canada 
Gazette, Part | in December 2002. 


The betting public was protected throughout 2002-2003 against fraudulent practices, through the 
effective and efficient delivery of surveillance and enforcement operations. 


¢ ACPMA officer was present at every track for each race day to enforce all betting policies and 
regulations. 


¢ The Video Race Program and the Photo Finish Surveillance Program were provided to 
40 racetracks, for a total of 2,835 days of racing. 


¢ 100 percent betting systems were tested, as well as ad-hoc testing following software changes. 
¢ 29 percent (96,694 out of 330,459) pools offered were audited, with no problems encountered. 


* Progress continues with the installation of an independent accounting system for 100 percent 
audit coverage of all calculations and bet totals to balance against tote systems. The CPMA is the 
first regulatory organization, in the world, to develop and employ such a system. Installation has 
been completed at Hastings Park and is nearing completion for Woodbine. The remaining HUBs 
are scheduled for 2003-2004. The system will be able to independently identify many types of 
potential fraudulent activity and alert the CPMA. 


Over 7,000 pick pools were reviewed for irregularities after the Pick 6 scheme in the United States 
to defraud the Breeders’ Cup out of more than $3.1 million (U.S.). No problems were encountered 
in Canada. A new policy, on Pick “N” Pools, was issued by the CPMA on February 3, 2003, to 
strengthen enforcement measures. 


56,000 official samples from selected horses were analysed for the presence of performance 
affecting drugs: 0.16 percent were confirmed as containing prohibited substances. 46 different 
drugs and metabolites were detected, in the positive samples. Four of these, clopamide, eltenac, 
oxycodone and oxymorphone were detected for the first time in Canada. 


The CPMA‘s Research and Reference Laboratory produced two sets of proficiency test samples 
in October 2002 and March 2003. The tests determine contracted laboratories effectiveness in 
analysing and quantifying drugs found in urine and blood samples. The contracted laboratories 
achieved 100 percent correct detection rate in both the urine and blood samples for both tests. 


A new edition of the Schedule of Drugs booklet was published in 2002. The booklet contains 
information on 93 different drugs and is used widely by veterinarians and horse racing people 
in Canada and abroad. 


Build effective communications Constructive meetings and consultations were held throughout the year with the regulatory 
and industry sectors. A wide range of informative statistical reports are available to the industry, 
governments and interested parties and is also situated on CPMA's Web site at 
WWW.cpma-acpm.gc.ca. 


Employ effective management The Revolving Fund is well managed and has been sufficient since 1980. A review on the Mandate 

practices and Viability of the Agency's Revolving Fund, requested by Treasury Board in 2002, met all their 
conditions. Financial controls and management accounting systems are in place for the Agency to 
monitor expenditures to meet business needs and levy limitations. 
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National Farm Products Council 


OVERVIEW 


The National Farm Products Council was established in 1972 by the 

Farm Products Agencies Act. The Council reports directly to Parliament 
through the Minister of Agriculture and Agri-Food. The Council’s role, pursuant 
to Part II of the Act, is to oversee the national orderly marketing systems for 
poultry and eggs, and, pursuant to Part III of the Act, to monitor the activities 
of the Canadian Beef Cattle Research, Market Development and Promotion 
Agency. 


OPERATING ENVIRONMENT 


The Council, in carrying out its duties, consults on a continuous basis with 
the governments of all provinces and territories having an interest in the 
establishment or the exercise of the powers of any one or more agencies 


established under the Acct. 


In addition to its legislative responsibility to review agency operations, orders 
and regulations, make inquiries into complaints against agency decisions and 
conduct inquiries into the merits of establishing new agencies, the Council 
undertakes discretionary activities that aim to promote the strength and 
enhance the competitiveness of the sectors that Council oversees. The 
Council is committed to working with the sectors to meet the challenges and 
opportunities that arise from significant change in agri-food policies, business 
trends and market requirements at home and abroad. 


The Council currently consists of one full-time chairperson and seven part- 
time members appointed from across Canada by the Governor in Council. 
These Council members represent all aspects of the poultry and egg sector and 
other agri-food sectors, from primary production through to further processing. 
When making these appointments, the Governor in Council tries to appoint 
one third of the members from the four Western Provinces, one third from the 
two Central Provinces and one third from the four Atlantic Provinces. 


OBJECTIVES 


To fulfil its mission of promoting the strength and competitiveness of the 
sectors that it oversees, the NFPC pursues three strategic objectives. 


First, the Council ensures that the supply management systems for poultry and 
eggs work in the balanced interests of all stakeholders including producers, 
consumers, industry and government. It provides transparent and accountable 
supervision of the national marketing agencies for chicken, turkey, eggs, and 
broiler hatching eggs and also of the national beef cattle promotion research 


agency. It works co-operatively with its provincial and territorial government 
partners and aims to bring about renewed agreements to strengthen the supply 
management systems. 


Second, the Council promotes the strength, competitiveness and profitability 
of the sectors and works with them to improve their market-responsive capacity. 
It promotes export market opportunities, higher food-safety standards, improved 
supply-chain management, and other measures that benefit Canadian agriculture 
and agri-food. It provides guidance on the merits and process for creating 
promotion and research agencies. 


Third, the Council strives to improve the efficient, transparent and responsible 
management of its operations. It achieves this through improving its strategic 
planning, its management reporting, and its operating procedures. 


STRATEGIC OUTCOMES AND HicHLicHTs FoR 2002-2003 


ORDERLY MARKETING 
Renewal of federal-provincial agreements 


The Council, in co-operation with the provinces and territories and the 
industry sectors, has taken a leadership role in assisting the national marketing 
agencies in renewing the federal-provincial-territorial agreements which 
provide the legal underpinnings for the supply management systems. The 
federal-provincial agreement sets out the responsibilities of the partners in the 
supply management system for chicken. All provincial and federal governments, 
supervisory bodies and marketing boards signed a new agreement for chicken 
in 2001. The agencies for table eggs, broiler hatching eggs and turkey continue 
to make progress in completing their renewed federal-provincial agreements. 


Report from the Forum on Global Awareness 


During our 30th anniversary year, the Council issued a key report on the state 
of global awareness in the poultry and egg industries. The report from the 
Forum on Global Awareness, published in May 2002 provided clarity and 
insight into Canada’s place in 21st-century poultry and egg markets. The 
report capped a major project initiated in 2001 that began with an awareness- 
building conference in Ottawa, and moved through a series of regional 
seminars that ended early in 2002. 


The objective was to engage industry leaders in a dialogue on global trends 
and strategies. Through presentations and dialogue with today’s leading 
thinkers, participants identified a number of threats and opportunities facing 
their industries. They also spoke of the need for industry leaders to take up the 
challenge of developing strategies that will enable Canada to flourish within 
the new global context. The report includes a number of prescriptions and 
recommendations from participants. 
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Fact book 


To help share the success story of supply management with Canadians, the 
Council developed and published the inaugural edition of Canada’s Poultry 
and Egg Industries, a handy reference guide. The guide illustrates the size and 
scope of the industries and their contribution to every region of the country. 
Using data from Agriculture and Agri-Food Canada and Statistics Canada, it 
includes information about the production and consumption of poultry and 
ege products in Canada over the past decade. The Council published the guide 
in order to provide, in one place, an essential perspective on a policy that has 
unquestionably benefitted Canadians in all parts of the country. 


Canadian Poultry Research Council 


As part of its mandate to promote efficient marketing, the NFPC provided 
$50,000 to the Canadian Poultry Research Council (CPRC) so it could hold a 
national symposium. Held in November 2002, the two-day session brought 
together poultry researchers from government, universities and private corpo- 
rations to discuss priority research areas. 


The research council was established in November 2001 by the four poultry 
supply management agencies and the Canadian Poultry and Egg Processors 
Council (CPEPC). It aims to fund and expand poultry science education and 
research, and to disseminate knowledge to the industry. 


STRENGTH, COMPETITIVENESS AND PROFITABILITY 
Poultry Meat Export Working Group 


The Poultry Meat Export Working Group has been working to identify the 
benefits of a more focussed approach to exporting poultry meat. The group, 
chaired by the National Farm Products Council, includes further processors, 
primary processors and representatives of the chicken and turkey agencies. The 
group discussed the idea of an industry-led export marketing strategy and the 
Council presented a draft strategy to the group in the fall of 2002. Further 
work on the development of this strategy has been delayed until the impact of 
the World Trade Organization (WTO) Dairy Panel decision has been fully 


understood as it relates to the exports of poultry. 
Beef cattle agency 


The Canadian Beef Cattle Research, Market Development and Promotion 
Agency, created by government proclamation early in 2002, has been laying 
the foundation for operations that will help beef producers to expand their 
markets and increase sales. It established its board of directors and then pre- 
pared to introduce a national check-off to support its operations. The Council 
assisted the new agency during the year as it worked with the member 
provinces to implement a levy collection system. 


The new agency will impose levies on domestic and imported beef and beef 
cattle in order to fund the promotion of beef products and educate consumers 
about their quality and nutritional profile. The Agency will also fund primary 
production research. 


Agricultural Policy Framework consultations 


The Council’s close working relationship with the poultry and egg industries 
enabled it to ensure good stakeholder representation in consultations carried 
out for the new Agricultural Policy Framework. Developed by the federal, 
provincial and territorial governments, the framework also strengthened links 
between the NFPC and its partners in the federal agricultural portfolio. 


EFFICIENCY, TRANSPARENCY AND RESPONSIBILITY 
Governance 


The Council took steps in 2002 to improve its operations by reviewing its 
approach to governance. The Council held several discussions on its role, the 
way in which it carries out its duties, and the role of Council members as 
advocates for the public interest. It also reviewed stakeholder input, including 
the views of the national marketing agencies, industry associations and provin- 
cial supervisory agencies. The governance discussions concluded with the 
development of a manual on NFPC governance. 


Modern comptrollership 


In 2002, as part of its commitment to sound management practices, reporting 
and accountability, Council embarked on a process to implement the govern- 
ment-wide initiative on modern comptrollership. Phase I of the project was 
completed by March 2003, with the set up of a project office and the appoint- 
ment of a project manager. In the coming year, Council will undertake a 
capacity assessment, resulting in recommendations for improvements and an 
action plan for implementation. 


Strategic planning 


Through the second half of 2002, the NFPC engaged in the renewal of its 
strategic plan. Stakeholders were consulted, and as a result of these discussions 
a new strategic plan for the years 2003 to 2006 was developed and approved 
by Council members in April 2003. The strategic plan was presented and 
discussed with the national agencies and the industry organizations. 
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STATUTORY 
ANNUAL REPORTS 


Farm Income Protection Act Annual Report 


Crop INSURANCE PROGRAM 


Crop insurance is a cost-shared program that stabilizes farmers’ income by 
minimizing the economic effects of crop losses caused by natural hazards like 
drought, frost, hail, flood, wind, fire, excessive rain, heat, snow, unpreventable 
disease, insect infestation and wildlife. While insurance is a provincial jurisdic- 
tion and provinces are responsible for the development and delivery of the 
program, the federal government contributes a major portion of the funding in 
order to provide production risk protection to producers at an affordable cost. 
Federal contributions totalling $255.3 million in fiscal year 2002-2003 were 
paid to provincial crop insurance programs. These contributions are provided 
for under the authority of the Farm Income Protection Act (FIPA). The 
significant stabilizing effect of the Crop Insurance Program and these annual 
contributions to premiums was apparent in 2002-2003 where a record high 
$2.1 billion was paid to Canadian producers due to adverse weather. The bulk 
of these payments, almost $1.8 billion, was paid to Alberta and Saskatchewan 
farmers as a result of a severe drought and poor harvesting conditions. 


This voluntary program is available to farmers in all provinces for virtually 

all commercially grown crops. The specific crops insured and program features 
vary by province in accordance with the agronomic acceptability and 
importance in that province. However, all farmers are guaranteed a level of 
production for each crop insured, based on previous production history. 

If production falls below that guaranteed level as a result of an insured peril, 
the farmer is eligible for an indemnity payment. The federal contributions to 
the Crop Insurance Program for 2002-2003 by province and recent loss 
experience by province are indicated in the table which follows. 


TOTAL FEDERAL CoNTRIBUTIONS TO THE CROP INSURANCE PROGRAM FOR THE 2002-2003 Fiscat Year (SOO0s) 


FEDERAL CONTRIBUTION TO FEDERAL CONTRIBUTION TO TOTAL 
Crop INSURANCE PREMIUMS _— PROVINCIAL ADMINISTRATIVE Costs FEDERAL CONTRIBUTIONS 

Newfoundland 94 62 156 
Prince Edward Island 1,668 310 1,978 
Nova Scotia 203 332 535 
New Brunswick 745 402 1,147 
Quebec! 12,565 7,894 20,459 
Ontario 26,884 4275 31,159 
Manitoba 35,660 3,807 39,467 
Saskatchewan 64,260 13,815 78,075 
Alberta! 63,360 10,751 74,111 
British Columbia 6,992 1,203 8,195 
Yukon 0 0 0 
Northwest Territories 0 0 0 
Total 212,431 42,851 255,282 


1 Crop Insurance premiums and administrative costs include Waterfowl Crop Damage Compensation. 
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Crop INSURANCE PROGRAM EXPERIENCE BY Crop YEAR 


CUMULATIVE 
TOTAL TOTAL ANNUAL —_ INDEMNITIES TO 
No. OF INSURED COVERAGE PREMIUMS — INDEMNITIES Loss CUMULATIVE 
Propucers ACREAGE ($000s) ($000s) ($000s) Ratio —_— REVENUES RATIO 
Newfoundland 
1999 44 615 1,048 117 86 0.73 1.17 
2000 39 539 964 115 128 hl 1.16 
2001 39 573 1,078 117 194 1.66 1.22 
2002 41 678 1,200 169 195 1.15 1.29 
Prince Edward Island 
1999 205 46,850 35,853 2,188 2,562 1.17 0.89 
2000 331 65,400 37,774 2,771 2,669 0.96 0.89 
2001 291 72,639 42,965 2,939 10,067 3.43 0.94 
2002 352 87,493 50,387 5,004 906 0.18 0.97 
Nova Scotia 
1999 483 25,211 12,144 640 795 1.24 0.75 
2000 500 26,090 14,303 674 286 0.42 0.73 
2001 500 25,246 14,763 657 890 ros 0.75 
2002 464 27,688 16,034 819 360 0.44 0.77 
New Brunswick 
1999 402 89,648 38,359 3,185 1,387 0.44 98 
2000 433 90,115 39,449 2,979 545 0.18 95 
2001 425 96,547 41321 2,710 639 0.24 92 
2002 385 71,245 26,859 1,766 750 0.42 0.94 
Quebec 
1999 12,206 2,982,975 591,664 42,208 9751 0.23 0.84 
2000 12,350 3,101,379 684,459 40,560 126,690 312 0.95 
2001 13,664 3,467,527 779,914 49,072 31,683 0.65 0.93 
2002 13,810 3,697,221 839,679 50,394 38,350 0.76 0.98 
Ontario 
1999 19,366 3,684,829 1,160,545 70,911 33,376 0.47 0.75 
2000 19,529 3,748,348 1,146,512 63,306 145,029 2.29 0.79 
2001 19,554 4044 323 1,338,387 70,377 259,325 3.68 0.92 
2002 19,147 4,301,047 1,513,081 97,661 142,355 1.46 1.01 
Manitoba 
1999 13,343 7,526,702 855,244 85,533 43,050 0.50 0.80 
2000 13,676 8,682,233 832,107 79,955 36,620 0.46 0.77 
2001 13,531 8,541,992 966,900 72,204 94,736 1.31 0.80 
2002 13,485 9,140,121 1,221,568 89,723 75,000 0.84 0.86 
Saskatchewan 
1999 33,495 20,621,714 1,597,520 180,994 120,665 0.67 0.92 
2000 34,416 24,404,755 1,573,977 185,850 132,516 0.71 0.91 
2001 34,307 25,848,407 2,049,329 225,438 330,280 1.47 0.94 
2002 34,781 29,632,533 2,505,823 233,333 1,088,600 4.67 1.2 
Alberta 
1999 17,464 11,760,109 1,055,495 149,698 57,985 0.39 0.82 
2000 17,002 11,110,083 1,017,929 144,818 166,998 AS) 0.84 
2001 17,395 13,429,147 1,301,125 189,915 272,331 1.43 0.88 
2002 19,379 20,739,402 1,647,847 235,578 783,788 3.33 1.01 
British Columbia 
1999 2,252 422,886 231,714 13,807 511 0.39 0.97 
2000 2,390 436,079 247,723 14,295 9,419 0.66 0.96 
2001 2,300 428,502 256,308 14,261 10,783 0.76 0.96 
2002 2,236 418,105 266,830 15,306 3,896 0.25 0.96 
Canada 
1999 99 260 47,161,539 5,579,586 549 280 275,068 0.50 0.85 
2000 100,626 51,665,021 5,595,198 535,324 620,902 1.16 0.86 
2001 102,006 55,954,903 6,792,090 627,690 1,010,928 1.61 0.90 
2002 104,080 68,115,532 8,089,307 729,753 2,134,201 2.92 1.06 


Note: Figures are subject to final review of audited provincial financial statements. 
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FEDERAL Crop REINSURANCE PROGRAM 


The reinsurance arrangements available under the Farm Income Protection Act 
(FIPA) offer provincial governments a means of sharing with the federal 

government the large losses that occur under a Crop Insurance Program. The 
federal reinsurance provisions were first made available to provinces in 1965. 


How it works 


A portion of a province’s annual crop insurance premiums are paid to the 
federal reinsurance account. Premiums paid into the reinsurance account 
vary according to the risk of a payout for each province. 


e A payment from the federal reinsurance account to a province is triggered 
whenever crop insurance indemnity payments to producers exceed the 
province’s accumulated premium reserves and a deductible of 2.5 percent of 
the province’s crop insurance liabilities (coverage). 


e Any remaining indemnities are then shared with provinces on a 75 percent/ 
25 percent basis, with the federal reinsurance account being responsible for 
the larger share. 


e If there are insufficient funds in the federal reinsurance account to meet the 
required reinsurance payments, the Minister of Finance is responsible for 
advancing the necessary funds to the reinsurance account. Outstanding 
advances from the federal treasury are repaid from future reinsurance 
premiums. 


In 2002-2003, five provinces (Nova Scotia, New Brunswick, Manitoba, 
Saskatchewan and Alberta) participated in this reinsurance program with the 
federal government. The following table illustrates that a total of $17.4 million 
in reinsurance premiums were collected and that the reinsurance payments to 
Saskatchewan and Alberta totalled $583.3 million in 2002-2003. The federal 
reinsurance account balance was $0 on March 31, 2003, because the deficit 

of $497.5 million is covered by advances to the Reinsurance Program from 
Department of Finance. 


The reinsurance payments were made to the provinces of Saskatchewan and 
Alberta due to record high crop loss payments (almost $1.8 billion) along with 
record high levels of farmer participation in these two programs. The 2002-2003 
crop year was the second consecutive year of severe drought losses. 
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Crop REINSURANCE FuND BY Fiscal Year ($000s) 


ACTUAL 
1999-2000 
Nova Scotia! 
Opening Balance 752 
Revenue = 
Expenditures - 
Closing Balance 752 
New Brunswick 
Opening Balance (3,124) 
Revenue 670 
Expenditures? - 
Closing Balance (2,454) 
Ontario? 
Opening Balance 9 
Closing Balance 9 
Manitoba 
Opening Balance (2,926) 
Revenue 449 
Expenditures - 
Closing Balance (2,477) 
Saskatchewan 
Opening Balance (45,710) 
Revenue 13,611 
Expenditures? - 
Closing Balance (32,099) 
Alberta 
Opening Balance 77,222 
Revenue 3 
Expenditures Ss: 
Closing Balance 77,225 
Canada 
Opening Balance 26,223 
Revenue 14,733 
Advances from Dept. of Finance’ ~ 
Expenditures - 
Closing Balance 40,953 


— 


ACTUAL 
2000-2001 


(2,454) 
261 


(2,193) 


(2,477) 
408 


(2,069) 


(32,099) 
12,206 


(19,893) 


77,225 


77,225 


40,953 
12,875 


93,828 


AcTUAL 
2001-2002 


(2,193) 
79 


(2,114) 


(2,069) 
377 


690 


(19,893) 
14,191 


(5,702) 


77,225 


71,225 


93,828 
14,646 


68,474 


in their provincial Crop Insurance Fund. They re-entered the Program for the 2001-02 fiscal year. 


rh 


1996-97 and 1997-98, respectively, to reduce their reinsurance deficits. 


Cw 


Ontario left the program during the 1968-69 fiscal year. 


> 


The reinsurance fund deficit was covered by advances from the Department of Finance. 


ACTUAL 
2002-2003 


(2,114) 
24 


(2,090) 


(1,692) 
448 


(1,244) 


(5,702) 
16,883 
427,690 
(416,508) 


71,225 


155,655 
(78,430) 


68,474 
17,356 
497,515 
583,345 
0 


Nova Scotia suspended participation in the program at the end of the 1996-97 fiscal year because of the large surplus 


Both New Brunswick and Saskatchewan utilized their available federal Safety Net funds in 1997-98 and 1998-99 and in 


Province Specific COMPANION PROGRAMS 


Companion programs originated as a result of the federal and provincial gov- 
ernments’ agreement on the need to facilitate the transition from farmers’ 
reliance on governments to offset their risks, to a situation where farmers are 
increasingly responsible for their own economic well-being. The Province 
Specific Companion Programs fall into four broad categories: 


1. Industry Research and Development Programs — programs directed to enhancing the long-term competi- 
tiveness and stability of the sector through research, development, training, promotion, etc. 


2001-2002 2002-2003 
FEDERAL FUNDING FEDERAL FUNDING 
PROVINCE PROGRAM NAME ($000s) ($000s) 
British Columbia Peace River Agriculture Development Program 370 - 
National Beef Development ~ 1,250 
Alberta Hog Industry Development Program 98 101 
Beef Industry Development Program 436 908 
Sugar Beet Industry Development Program 49 - 
Value-Added Industry Development Program 2,187 2,864 
Manitoba Agri-Food Research and Development Initiative 1 ~ 
Ontario Research & Development Program 2 8,116 
Ontario Inno-Centre - 4 
Nova Scotia Apple Industry Development Fund = 7 
Technology Development 2000 Program 950 1,029 
Promotion and Awareness Program 25 71 
Newfoundland Agri-Food Innovation Program 473 2,825 
Yukon Agri-Food Innovation Program 60 - 
Northwest Territories Research and Development - 340 


2. Whole-farm (Disaster) Programs — non-NISA disaster programs based on gross margins for individual 
farm units. 


2001-2002 2002-2003 
FEDERAL FUNDING FEDERAL FUNDING 
PROVINCE ProcRAmM NAME ($000s) ($000s) 
British Columbia Zero Out Negative Margin Program - 420 


3. Programs for Transition to Whole-farm — programs designed to assist the sector in making a smooth transi- 
tion to the whole-farm safety net system. 


2001-2002 2002-2003 
FEDERAL FUNDING FEDERAL FUNDING 
PROVINCE ProcRaM NAME ($000s) ($000s) 
Ontario Market Revenue Program 38,876 7,811 
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4. Other 


2001-2002 2002-2003 
FEDERAL FUNDING FEDERAL FUNDING 
PROVINCE PRoGRAM NAME ($000s) ($000s) 
British Columbia Wildlife Damage Compensation Companion Program 270 1,036 
Negative Margin Insurance Pilot Program 793 213 
Companion Agreement to Provide for Provincial Contribution 
to Crop Insurance Program 6,100 855 
Sterile Insect Release Program - 1,100 
Alberta Wildlife Crop Damage Compensation Companion Program 992 1,682 
Canada-Alberta Assistance Program 51,200 - 
Saskatchewan Additional Sask. Assistance 20,100 - 
Manitoba Wildlife Damage Compensation Companion Program 767 808 
Ontario Plum Pox Virus 2,527 1,469 
Quebec General Agricultural Risk Management Program 49,141 50,573 
Nova Scotia Apple Industry Development Fund 26 - 
Plum Pox Virus = 19 
Prince Edward Island PEI Negative Margin 666 1,839 
Potato Disposal Adjustment Program Companion 1,808 65 
Elite Seed Potato Quality Improvement 518 - 
Elite Seed Potato Quality Improvement Program B 205 - 
Newfoundland Forage Program 300 239 
Yukon Forage Program 114 - 
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Net Income Stapiuization Account (NISA) 


This account was established by section 15 of the Farm Income Protection Act 
and the Federal/Provincial Agreement establishing the NISA Program to help 
participating producers of qualifying agricultural commodities achieve long- 
term improved income stability. The Program allows participants to deposit 
funds up to predetermined limits into an account held at a participating finan- 
cial institution, and receive matching contributions from the federal and 
provincial governments. These funds are held on behalf of the participants. 


The account records the following transactions relating to the Consolidated 
Revenue Fund or participating financial institutions as follows: 


(a) participant matchable deposits held in participating financial institutions. 
For the fiscal year ending March 31, 2003, participant deposits pertained, 
in most part, to the 2001 stabilization year (the period for which a partici- 
pant filed a 2001 tax return). Participants are entitled to make matchable 
deposits based on eligible net sales (ENS) which are limited to $250,000 
per individual. For the 2001 stabilization year, the Agreement allowed for 
matchable deposits of up to three percent of the ENS for most qualifying 
commodities. Additional participant deposits were allowed by separate 
agreement between Canada and a province; 


(b) government matching contributions on participant matchable deposits. 
For the 2001 stabilization year, with the exception of Alberta, the federal 
and provincial governments provided matching contributions equal to two 
thirds and one third, respectively, of participant matchable deposits. The 
federal government contributed the full three percent for Alberta. For the 
2001 stabilization year, the other government contributions category 
includes contributions made for the transition to future risk management 
programming; 


(c) participant non-matchable deposits held in participating financial institu- 
tions, which are limited to an annual maximum of 20 percent of ENS 
(carried forward for up to five years); 


(d) interest paid by the federal government on funds held in the Consolidated 
Revenue Fund, at rates and in accordance with terms and conditions 
determined by the Minister of Finance; 


(e) interest paid by participating financial institutions on funds held for 
participants, at rates set by negotiation between the participant and the 
financial institution; 


(f) bonus interest of three percent per annum, split between the federal and 
provincial governments (with the exception of Alberta where the federal 
government pays the full three percent), calculated on participant 
deposits; less, 


(g) withdrawals by participants from funds held in the Consolidated Revenue 
Fund or participating financial institutions (participants are entitled to 
make annual account withdrawals up to the amount allowed by the larger 
of two triggers; a stabilization trigger and a minimum income trigger). 
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The following tables illustrate producer deposits and withdrawals, government 
contributions and interest paid into the Account for the 1999, 2000 and 2001 
stabilization years. Refer to the definitions of financial statement accounts 


above (a to g). 


Net INcoME STABILIZATION AccouNT — STATEMENT OF Net Assets oF PROGRAM 


PARTICIPANTS (DOLLARS) 


ASSETS 
Cash 
Cash in Participant Accounts 
Fund 1 1,676,681,700 
Fund 2 1,625,834,559 
3,302,516,259 
Accounts Receivable 
Participants 4,490,928 
Financial Institutions — interest on 
participant accounts 12,173,620 
Government contributions and bonus interest 
Federal 9,835,652 
Provincial 6,868,095 
33,368,295 
Total Assets 3,335,884,554 
LIABILITIES 
Participant withdrawals payable 46,793,932 


> 3,289,090,622 


Nets Assets of Program Participants 


Marcu 31, 2001 Marcu 31, 2002! 


1,845,643,331 
1,726,093,472 


3,571,736,803 


4,444 584 
7,318,671 


10,998,519 
6,878,473 


29,640,247 


3,601,377,050 


40,697,588 


3,560,679,462 


Marcu 31, 2003 


(UNAUDITED) 


2,040,650, 169 
2,217,032,512 


4257,682,681 


5,974,000 
8,371,623 


31,811,469 
9,261,611 


55,018,703 
4,312,701 ,384 


52,180,300 


4,260,521,084 


1 The March 31, 2002 comparative figures have been updated to reflect adjustments resulting from the audit of the Net Income 
Stabilization Account by The Office of the Auditor General. In addition, comparative figures have been reclassified to conform 
with presentation adopted for the year ended March 31, 2003 (2001 stabilization year). 


NET INcOME STABILIZATION Account (NISA) — STATEMENT OF CHANGES IN NET Asserts 
OF PROGRAM PARTICIPANTS (DOLLARS) 


STABILIZATION YEAR(S)2 
2001 
1999 2000! (UNnaupiTED) 
Participant deposits 
Matchable (a) 351,383,684 388,343,818 458,916,903 
Non-matchable (c) 20,167,295 26,568,983 24,112,481 
Other 1,327,725 2,256,007 1,557,338 
372,878,704 417,168,808 484 586,722 
Government matching contributions (b) 
Basic: 
Federal 220,690,230 250,251,488 281,816,086 
Provincial 81,827,241 84,766,952 94,362,821 
Enhanced: 
Federal 22,052,110 25,890,705 40,204,017 
Provincial 24,061,495 27,195,536 42,527,239 
348,631,076 388,104,681 458,910,163 
Other government contributions (b) 
Federal 44373 51,213 550,325,481 
Provincial 287,137 668,273 2,640,993 
332,110 719,486 552,966,474 
Interest 
Regular Interest 
Consolidated revenue fund (d) 77,804,389 50,083,321 47,981,021 
Financial institutions (e) 68,153,770 58,527,050 48 483,545 
Bonus interest (f) 
Federal 27,258,582 30,845,261 32,443,286 
Provincial 18,424,791 20,484,089 21,515,996 
191,641,532 159,939,721 150,423,848 
Increase in Net Assets 913,483,422 965,932,696 1,646,887,207 
Participant withdrawals (g) 
Fund 1 249,430,815 244 279,071 288,267,599 
Fund 2 455,204,841 441,269,808 649,131,858 
704,635,656 685,548,879 937,399,457 
Administrative cost share (g) 8,423,533 8,794,977 9,646,128 
Decrease in Net Assets 713,059,189 694,343,856 947,399,457 
Change in Net Assets for the Stabilization Year 200,424,233 271,588,840 699,841,622 
Net Assets — Beginning of Stabilization Year — 3,088,666,389 3,289,090,622 3,560,679,462 


Net Assets — End of Stabilization Year 


3,289,090,622 


1 The 2000 comparative figures have been updated to reflect adjustments resulting from the audit of the Net Income Stabilization 


3,560,679,462 


4 260,521,084 


Account by the Office of the Auditor General. In addition, comparative figures have been reclassified to conform with presen- 
tation adopted for the year ended March 31, 2003 (2001 stabilization year). 


2 The period for which the participant files an income tax return. 
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Farm Improvement and Marketing Co-operatives 
Loans Act (FIMCLA) Annual Report 2002-2003 


The Farm Improvement and Marketing Co-operatives Loans Act (FIMCLA) helps 
producers and their marketing co-operatives with their financing needs through 
guaranteed loans resulting in market expansion, farm innovation, value added- 
processing and environmentally sustainable farming. The program facilitates 
the availability of credit to improve farm assets, strengthen production and/or 
improve financial stability. Under FIMCLA, the Minister of Agriculture and 
Agri-Food provides a loan guarantee to designated lending institutions and is 
liable to pay 95 percent of a loss sustained by the lending institution. The loan 
guarantee is based on up to 80 percent of the purchase price or the appraised 
value of the property for which the loan is requested. Producers and producer- 
owned marketing co-operatives apply directly through a lending institution. 

A co-operative association may be granted a FIMCLA guarantee for up to 


$3 million. 


The table below provides statistics on the operation of this program since 1998. 
FIMCLA provided over $1 billion in loan guarantees to the farming sector over 
the last five years. Payments and costs have exceeded revenues and recoveries 
by $5.3 million during this period, which is largely due to payments related to 
co-operative associations since 1998. During fiscal 2001-2002, a Risk Analysis 
Study was conducted to establish the fee required to cover program administra- 
tion and future liabilities under the guarantee. The study concluded that the 
registration fee of 0.85 percent was sufficient to cover both administration 
costs and future liabilities. 


For the fiscal year ending March 31, 2003, 4,722 loans totalling approximately 
$160 million were guaranteed under FIMCLA. This figure is down from 

5,659 loans totalling approximately $179 million made in 2001-2002, a decrease 
of 10.6 percent in the value of loans registered. The majority of loans were 
issued in the province of Saskatchewan with 67 percent, followed by Ontario 
and Alberta with 13 percent and 6 percent respectively. The majority of the 
loans were issued in the grains and oilseeds sector, which comprised 49 percent 
of the portfolio, followed by the beef sector with 31 percent. The predominant 
reason for loans issued was farm implements which accounted for 45 percent, 
followed by additional land and livestock with 18 percent and 13 percent 
respectively. These trends are consistent with previous years. 


FIMCLA came into effect in 1988 replacing the Farm Improvement Loans Act 
(FILA). Since 1988, loans worth almost $4 billion have been issued and 
registered under FIMCLA. The loans outstanding (FILA & FIMCLA) are 
estimated at $942 million and the Government’s claims paid rate accounts for 
0.99 percent of the loans issued. Recoveries on claims during this period 
averages 0.38 percent of the amount of loans guaranteed, therefore the net 
cost of claims averages 0.61 percent. The Government’s contingent liability 
in respect of the loans outstanding at the end of March 2003 amounted to 
$264 million due to a clause in the Act limiting the Minister’s liability to 
any one lender (90 percent of the first million dollars issued by the lender, 
50 percent of the second million and 10 percent of the remaining balance). 


The Department realizes that loan registrations have been on a substantial 
decline since the 2000-2001 fiscal year. In order to address this situation, a review 
of the program is currently in progress. The objective of the review is to address 
concerns raised by the lending community and to better align the program 
with the objectives of the Agricultural Policy Framework (APF). 


GENERAL STATISTICS REGARDING THE FARM IMPROVEMENT AND MARKETING Co-operatives Loans Act 


1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 
Number of new loans registered 8,641 7,628 6,304 5,659 4722 
Value of new loans registered ($000) 259,174 215,998 189,087 178,732 160,425 
Loan registration fees received ($000) 1,296 1,630 1,574 1,527 1,372 
Claims paid ($000) 2,258 881 963 2,524 2732 
Recoveries of claims paid out ($000) 709 308 344 158 255 
Administration costs ($000) 1,000 1,000 1,000 1,000 1,000 


Net gain or loss ($000). 


Note: Claims paid out in a fiscal year are not necessarily related to loans issued in the same year and could include claims paid out against guarantees issued under FILA. 


Agricultural Marketing Programs Act (AMPA) 


2002 Crop Year ANNUAL REPORT 


The Agricultural Marketing Programs Act (AMPA) received Royal Assent on 
April 25, 1997. The Act has three parts, the Advance Payments Program (APP), 
the Government Purchases Program (GPP) and the Price Pooling Program 
(PPP). The Act also includes the interest-free provision on cash advances for 
the APP. The 2002 crop year is the sixth year of operation for the programs 
under the Act. 


In 2001, the Minister of Agriculture and Agri-Food (AAFC) performed an 
evaluation of AMPA in accordance with the Act. A report on the findings 
will be tabled in Parliament in the fall of 2003. 


AbvaANce Payments ProgRAM 


Under the APP, the Government guarantees the repayment of advances pro- 
ducer organizations issue to producers as a means of improving cash-flow at or 
after harvest. Each producer can obtain up to $250,000 with the Government 
paying the interest on the first $50,000 advanced to each producer. The 
advances are based on the security of the crop the producers have in storage 
and are repaid as the crop is sold. Should a producer not repay the advance, 
the Government reimburses the producer organization for a percentage of the 
advance and the producer becomes indebted to the Crown for the amount of 
the payment. 
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Crop YEAR 


1998 
1999 
2000 
2001 
2002 


Notes: 


The purpose of the advances is to improve marketing opportunities for produc- 
ers. The advances allow producers to market the crops later in the year when 
the market conditions may result in better prices. As the crops are marketed 
throughout the year, the program encourages a more orderly marketing of 
crops. 


For the 2002 crop year, the Department entered into 49 agreements with 
producer organizations across Canada, including the Canadian Wheat Board. 
These organizations advanced approximately $636 million to 23,816 producers. 
This amount represents a decrease of $177 million compared with the 2001 
crop year and likely reflects the drought situation the farmers have been facing 
that has resulted in lower than normal inventory. During the 2002-2003 fiscal 
year, the Department paid $5.6 million in interest costs related to 2002 crop 
year agreements. As the agreements cover the entire marketing period for the 
2002 crop and are in effect until the fall of 2003, additional interest costs will 
be incurred and the producer organizations will not be in a position to make 
any claims on the Government guarantee until after this time. In recent years, 
the default payments under the program are less than | percent of the amount 
advanced. 


CANADIAN Non-WHEAT TOTAL DEFAULT TOTAL 
Wheat Boarb Boarb ADVANCES PAYMENTS INTEREST Costs 
NuMBER OF ADVANCES ADVANCES IssueD (FISCAL YEAR) (CROP YEAR) 
ORGANIZATIONS —($ MILLIONS) ($ MILLIONS) ($ MILLIONS) ($ MILLIONS) ($ MILLIONS) 
45 469 339 806 24.8 20.2 
5] 515 431 946 5.3 23.1 
53 612 362 974 El | 24 
54 509 304 813 7 95 
49 324 312 636 9.3 42 


¢ The information provided is based on a crop year, which is approximately August 1 to July 31 and therefore, does not coincide with the Government's fiscal year. Consequently, the 
amounts provided for interest costs will not be the same as those provided in the Public Accounts which are on a fiscal year basis. 


¢ The total interest costs for 2002 crop year are as of June 23, 2003. 


¢ The default payments for 2001-2002 does not include the outstanding amount still with the producer organization of $1.5 million which may not be paid in total by the Department 


* The default payments for 2002-2003 includes the oustanding amount still with the producer organization of $7.4 million which may not be paid in total by the Department. 
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Government Purchases Program 


Under the GPP, the Minister of Agriculture and Agri-Food, with the authori- 
zation of the Governor in Council, may purchase and sell agricultural 
products. This authority would be used when unusual market conditions exist. 
By intervening, the Minister could improve the marketing environment for a 
given product. Since AMPA was enacted, this part of the Act has not been 
used. 


Price Pooling Program 


The purpose of the program is to facilitate the marketing of agricultural prod- 
ucts under a co-operative plan. Under the PPP, as was the case under the 
former APCMA, the Government guarantees a minimum average wholesale 
price for an agricultural product sold by a marketing agency. The price guaran- 
tee agreement entered into with the marketing agencies protects them against 
unanticipated declines in the market price of their products and covers the 
initial payment made to producers plus costs incurred by the agencies to mar- 
ket the product, to a fixed maximum. The price guarantee helps the agencies 
obtain financing to make the initial payment and fund its marketing opera- 
tions as financial institutions view the Government’s guarantee as security 

on the loan. The initial payment is made to the producer by the marketing 
agencies upon delivery of the agricultural product. The price guarantee is 
based on the expected average wholesale price for a given crop year. Should 
the average wholesale price received by the marketing agency for the crop year 
be below the guaranteed price, the Government reimburses the agency for the 
difference from the Consolidated Revenue Fund. 


For the 2002 crop year, approximately $62.8 million in price guarantees, were 


provided to five marketing agencies across Canada for the benefits of nearly 
19,450 producers. There are no claims anticipated for the 2002 crop year. 


PPP ano APCMA Historica. Summary OF AGREEMENTS 


NUMBER OF TOTAL LIABILITY 
MARKETING NuMBER OF GUARANTEE PAYMENTS 

Crop YEAR AGENCIES PRODUCERS ($000s) ($000s) 

1993 14 23,865 130,476 405 (a) 

1994 g 7A aR 210,060 

1995 8 21,900 298,738 17,285 (b) 

1996 4 21,222 183,979 

1997 5 21,050 160,520 

1998 5 20,650 191,494 

1999 6 21,439 197,358 

2000 5 20,650 136,226 

2001 4 19,350 123,916 

2002 5 19,450 62,811 

Total 1,755,578 17,690 


Liability Payments 
a. Eastern Ontario Vegetable Growers’ Co-operative Inc. (1991) — $405,000 
b. Ontario Wheat Producers Marketing Board (1996) — $17,285,421 


Note: The information provided for the 1997, 1998 , 1999 and 2001 crop years pertain to the PPP under AMPA. Historical informa- 
tion provided for crop years 1993 to 1996 inclusively pertains to the former APCMA. 
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Spring Credit Advance Program 


The Department implemented the Spring Credit Advance Program (SCAP) 
in 2000 to assist producers with financing their planting operations. This 
program has continued into the 2002 crop year and has been extended for 
five additional years under the Agricultural Policy Framework. The program 
essentially moves the benefit of APP forward to the spring. 


Given the similarities of SCAP and APP, the Minister of Agriculture and 
Agri-Food (AAFC), included SCAP in the evaluation of AMPA. 


ToTaL § ADMINISTRATION DEFAULT TOTAL INTEREST 


ADVANCES Costs PAYMENTS Costs 
NuMBER OF ISSUED (FISCAL YEAR) (FISCAL YEAR) (FISCAL YEAR) 
Crop YEAR ORGANIZATIONS ($ MILLIONS) ($mILLIONS) ($ MILLIONS)  ($ MILLIONS) 
2000 25 357 0.653 3.1 LZ 
2001 24 673 0.65 3.6 15.8 
2002 25 712 0.938 0 122 


Note: 


¢ The default payments for 2002 does not include the outstanding amount still with the producer organization of $9 million which 
may not be paid in total by the department. 


¢ The default payments for 2000 and 2001 do not include the outstanding amount still with the producer organization of 
$5.6 million which may not be paid in total by the Department. 


¢ The administration costs for 2002 is comprised of payments made to the producer organizations and crop insurance agencies 
to cover costs related to SCAP. 
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FURTHER INFORMATION 


Agriculture and Agri-Food Canada — Our Team 2002-2003 


THE HONOURABLE ANDY MITCHELL 


Secretary of State 
(Rural Development) 
(Federal Economic Development Initiative 
for Northern Ontario) 


THE HONOURABLE LYLE VANCLIEF 


Minister of 
Agriculture and Agri-Food Canada and 
Minister Co-ordinating Rural Affairs 


ENABLING Teas 
© Human n Resources 
© Finance 
* Assets 


2 eames and Consultations : 


2 formation Systems So 
* Program Delivery = 
2 Ealey and Planning 


CANADIAN Dairy 
COMMISSION 


NATIONAL FARM 
Propucts Councit 


CANADIAN Food 
InsPectiION AGENCY 


CANADIAN GRAIN 
COMMISSION 


FARM CREDIT 
CORPORATION 


REVIEW TRIBUNAL 
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How to Reach Us 


DEPARTMENTAL CONTACTS 

Agriculture and Agri-Food Canada 

Note: All addresses are at 930 Carling Avenue unless otherwise noted. 

General Inquiries 

930 Carling Avenue 

Ottawa, Ontario KIA 0C5 

(613) 759-1000 World Wide Web: http://www.agr.gc.ca 


More information on the Department and its activities can be found on our Web site at: 
http:/www.agr.gc.ca/index_e.phtml 


MINISTER OF AGRICULTURE AND AGRI-FOOD AND MiNnisTeR Co-ORDINATING RURAL AFFAIRS 


The Honourable Lyle Vanclief, P.C., M.P. http://www.aer.gc.ca/minoffe.html 


SECRETARY OF STATE (RURAL DEVELOPMENT) 
(FEDERAL Economic DEVELOPMENT INITIATIVE FOR NORTHERN ONTARIO) 


The Honourable Andy Mitchell, P.C., M.P. http://www.agr.gc.ca/cb/min/emitchell.html 


Deputy Minister AND Associate Deputy MINISTER 


Samy Watson Diane Vincent 

Deputy Minister Associate Deputy Minister 

(613) 759-1101 (613) 759-1090 

watsons@agr.gc.ca vincentdi@agr.gc.ca 
http://www.agr.gc.ca/cb/min/dmoe.html http://www.agr.gc.ca/cb/min/admovincente.html 


2 AAFC 2002-2003 Estimates 


Branch and Agency Heads 


Research Branch 

Bruce Archibald 
Assistant Deputy Minister 
(613) 759-7777 
archibaldb@agr.gc.ca 
http://res2.agr.gc.ca/ 
research-recherche/ 


Farm Financial Programs Branch 
Douglas Hedley 

Assistant Deputy Minister 

(613) 759-7243 
hedleyd@agr.gc.ca 
http://www.agr.gc.ca/ffpb/ 
ffpb_e.phtml 


Human Resources Branch 

Steve Tierney 

Director General 

(613) 759-1196 
tierneys@agr.gc.ca 
http://www.agr.gc.ca/hr/main.html 


Prairie Farm Rehabilitation 
Administration 

Carl Neggers 

Director General 

FCC Tower 

603-1800 Hamilton Street 
Regina, Saskatchewan S4P 4L2 
(306) 780-5081 
neggers@agr.gc.ca 
http://www.aer.ca/pfra/ 


Market and Industry Services 
Branch 

Andrew Marsland 

Acting Assistant Deputy Minister 
(613) 759-7561 
marslanda@agr.gc.ca 
http://www.agr.gc.ca/misb.html 


Corporate Management Branch 
Bruce Deacon 

Assistant Deputy Minister 

(613) 759-6811 
deaconb@agr.gc.ca 
http://www.agr.gc.ca/csb_e.phtml 


Review Branch 

Frank Brunetta 

Director General 

(613) 759-6471 
brunettaf@agr.gc.ca 
http://www.agr.gc.ca/review/ 
rbmain.html 


Rural and Cooperatives 
Secretariat 

Donna Mitchell 

Executive Director 

(613) 759-7113 
mitchelldo@em.agr.ca 
http://www.rural.gc.ca 
http://www.aegr.gc.ca/policy/coop/ 
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Strategic Policy Branch 

Tom Richardson 

Acting Assistant Deputy Minister 
(613) 759-7349 

richart@agr.gc.ca 
http://www.aer.gc.ca/spb/pb_e.phtml 


Communications Branch 
Paul Schubert 

Assistant Deputy Minister 
(613) 759-7964 
schubertp@agr.gc.ca 
http://www.aer.gc.ca/cb/ 
combr_e.phtml 


Canadian Pari-Mutuel Agency 
Elizabeth Massey 

Executive Director 

P.O. Box 5904 LCD Merivale 
Ottawa, Ontario K2E 8A9 
(613) 946-1700 
emassey@agr.gc.ca 
http://www.cpma-acpm.gc.ca/ 
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Portfolio Contacts 


National Farm Products Council 
Cynthia Currie 

Chairperson 

344 Slater Street 

10th Floor 

Ottawa, Ontario K1IR 7Y3 

(613) 995-2298 

curriec@agr.gc.ca 
http://nfpc-cnpa.gc.ca 


Canadian Grain Commission 
Chris Hamblin 

Chief Commissioner 

600-303 Main Street 
Winnipeg, Manitoba R3C 3G8 
(204) 983-2735 
chamblin@cgc.ca 

www.cge.ca 
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Canadian Food Inspection Agency 
Richard Fadden 

President 

59 Camelot Drive 

Nepean, Ontario K1A OY9 

(613) 225-2342 

faddenr@agr.gc.ca 
www.cfia-acia.agr.gc.ca 


Canadian Dairy Commission 
John Core 

Chairman & Chief Executive 
Officer 

1525 Carling Avenue 

Suite 300 

Ottawa, Ontario K1A 0Z2 
(613) 792-2060 
jcore@agr.gc.ca 

www.cdc.ca 


Farm Credit Corporation 

John J. Ryan 

President and Chief Executive 
Officer 

P.O. Box 4320 

1800 Hamilton Street 

Regina, Saskatchewan S4P 4L3 
(306) 780-8100 
jryan@sk.sympatico.ca 
www.fcc-sca.ca 


Review Tribunal 
Thomas Barton 
Chairman 

Ottawa, Ontario 

K1A 0C6 

(613) 792-2087 
http://www.rt-cr.gc.ca/ 
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Loi surles préts Service de réglementation 
destinés aux 

améliorations 

agricoles et a la 

commercialisation 

selon la formule 

cooperative 

(LPAACFC) - 

Frais d'enregistre- 

ment 


Réglements delaLPAACFC 1 360$ 


Au moment de l’enregistre- 
ment d'un prét, les institutions 
financiéres versent a AAC 
des frais représentant 0,85 % 
du montant emprunté. Ces 
droits sont facturés aux ins- 
titutions financieres et sont 
basés sur les résultats d'une 
étude, portant sur l’analyse 
des risques, terminée il y a 
quatre ans. Les frais couvrent 
les pertes sur préts potentielles 
en raison de défauts de rem- 
boursement ainsi que le salaire 
du personnel de la LPAACFC. 


Une étude portant sur 
analyse des risques a été 
entreprise, fondée sur la 
comptabilité de caisse et 
d'exercice, afin de déterminer 
le montant des frais 
nécessaire pour atteindre 
'équilibre. Un comité 
consultatif étudie la loi 
actuelle. 


Mesures du rendement — Pour I’exercice se terminant le 31 mars 2003, 4 722 préts, totalisant environ 160 millions de dollars, ont été garantis en vertu de la LPAACFC. 


Agence canadi- Service de réglementation 
enne du pari 

mutuel — Fonds 

renouvelables 


Article 204 du Code criminel. 15 567$ 
L’Agence canadienne du 

pari mutuel est devenue un 
organisme de service spécial 
a la suite du budget de 
février 1991. Le Conseil du 
Trésor a donne son accord, 
en novembre 1992, en partie 
dd au fait que l ACPM 
disposait d'une structure 

de recouvrement complet 
des coils. 


L'ACPM réalise chaque 
année des activités de 
planification a court et a 
long terme afin de déterminer 
les colts du programme. 
Les sommes prélevées 
servent a financer toutes 
les opérations. Les 
prélevements sont surveillés 
en permanence et ACPM 
dispose de plans 
d'‘intervention pour corriger 
la situation en cas de 
surplus ou de déficit. 


Un processus officiel de 
consultation est en place a 
'ACPM. Celle-ci consulte 
réguliérement l'industrie 
des courses de chevaux 
sur toute politique ou 
modification apportée aux 
réglements. Le secteur 
englobe les hippodromes, 
les organismes de 
réglementation provinciaux 
et les intervenants. LACPM 
consulte les représentants 
du secteur lorsque des 
modifications aux préleve- 
ments sont proposées. 


Aucune norme de service 
en place pour le moment. 


L’Agence se conforme 
entiérement aux procédures 
du Conseil du Trésor con- 
cernant le fonctionnement 
d'un fonds renouvelable. 


LACPM donne en sous- 
traitance la majorité de ses 
programmes de surveillance. 
Tous les sous-traitants 
doivent respecter la norme 
de service; ils sont contrdlés 
et surveillés afin de voir a ce 
quiils offrent une prestation 
efficace et efficiente des 
activités de surveillance et 
d'application. Les représen- 
tants de l'industrie des 
courses de chevaux et les 
parieurs peuvent faire part 
de leurs préoccupations a 
la directrice exécutive de 
'ACPM ou a la haute 
direction d’AAC. 


Mesures du rendement — Un agent de |ACPM est en place dans chaque hippodrome a chaque jour de course pour voir a ce que toutes les politiques et tous les reglements relatifs au pari soient 
respectés. Les services de contrdle-vidéo des courses et de photo d’arrivée ont été offerts a 40 hippodromes, pour un total de 2 835 jours de course. 
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MODELE DE RAPPORT POUR LINFORMATION CONCERNANT LIMPUTATION AUX CLIENTS EXTERIEURS 


POUVOIR DE FIXER DES FRAIS 
D'UTILISATION (P. EX. PREVU 
PAR UNE LOI, UN REGLEMENT) 


Nom DE LACTIVITE 
S'ASSOCIANT A DES 
FRAIS D'UTILISATION TYPE DE FRAIS 


Programme des _ Autres biens et services 
paturages 
communautaires — 


Frais 


RECETTES REELLES 
2002-2003 
(EN MILLIERS DE DOLLARS) 


Paragraphe 9.1delaloisur 10469$ 
le rétablissement agricole 


des Prairies. 


Décisions n° 820933 et 

n° 821230 du Conseil du 
Trésor (CT) (31 mai 1994) pour 
‘approbation de 
‘autorisation du crédit net. 


Décision n° 763547 du CT (17 
avril 1979) pour l'approbation 
de la formule de 
recouvrement des colts. 


Co0T TOTAL PREVU 
POUR FOURNIR LE BIEN 
OU LE SERVICE 


Le programme comporte deux 
objectifs. Le premier concerne 
la gérance de |'environne- 
ment et le second, l'allocation 
d'avantages économiques a 
'industrie et aux producteurs 
privés. En ce qui concerne ce 
dernier objectif, les cots sont 
réecupérés par le biais d'en- 
tentes sur les frais d'utilisation. 
Le cotit des services directs 
offerts aux clients est pra- 
tiquement récupéré en entier. 


CONSULTATION 
ET ANALYSE 


NORME DE SERVICE 


Chaque paturage comprend 
un comité consultatif 

formé de six représentants 
choisis parmi sa clientéle. 
Ces comités sont consultés 
avant l’application de toute 
augmentation des frais. 


De nombreuses conditions 
entourent l’application du 
programme. 


Les conflits relatifs aux 
questions de rendement 
sont traités au cas par cas 
par les administrateurs du 
programme. 


aN eee ce Sie See ea 08 er a eee ee ee ee ee ea a es ee 


Mesures du rendement — Les paturages communautaires de I'Administration du rétablissement agricole des Prairies (ARAP) offrent la possibilité aux producteurs de bétail de diversifier ou d’accroitre 


la production de leur exploitation privée en leur allouant des priviléges de paturage, des soins pour leurs animaux et 'acces 


a des taureaux de bonne qualité pour l’accouplement de leurs vaches. 


Les données recueillies sur le bétail des clients démontrent que la conception de bovins dans les paturages de I'ARAP se situe bien a l'intérieur de normes tout a fait acceptables et que la majorite des 
clients sont satisfaits de la qualité des veaux engendrés par les taureaux dans le cadre du programme de monte en liberte. 


eee ee 


Autres biens et services 
(recettes applicables a un 
crédit — part des frais 
administratifs) 


Loi sur la 
stabilisation du 
revenu net 
(LSRN) — Frais 
d‘enregistrement 


Loi sur la protection du 9 490 $ 
revenu agricole (LPRA). 
Conformément au 

paragraphe 6.3, de la LPAN, 

le ministre d'AAC peut 

ajuster les frais relatifs au 

partage des coilts apres 

consultation avec le Comité 


national du CSRN. 


Les frais couvrent 80 % 
des coits d’administration 
du programme. Les frais 
de fonctionnement du 
programme ont été de 
11,7 millions de dollars. 


Le Comité national du CSRN 
contribue a l'administration 
du programme. II doit 
comprendre entre six et dix 
producteurs provenant des 
groupes sectoriels. 


Le programme du CSRN 
publie chaque semaine des 
normes de services et des 
rapports sur les niveaux 
réels de service. Il met 

une ligne sans frais a la 
disposition des clients pour 
répondre a leurs questions 
et recevoir leurs plaintes. 
Des sondages de la clientele 
sont effectués tous les 
trois ans. Il existe aussi un 
sous-comité d'appel 
constitué de representants 
du gouvernement et des 
producteurs. 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public 
monies. This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total 
government spending in Part I, the documents become increasingly more specific. Part II outlines spending according 
to departments, agencies and programs and contains the proposed wording of the conditions governing spending 
which Parliament will be asked to approve. j 


The Report on Plans and Priorities provides additional detail on each department and its 
programs primarily in terms of more strategically oriented planning and results information with a focus on 
outcomes. . 


The Departmental Performance Report provides a focus on results-based accountability 
by reporting on accomplishments achieved against the performance expectations and results commitments as set out 
in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and 
resource allocation priorities. In combination with the subsequent reporting of financial results in the Public Accounts 


and of accomplishments achieved in Departmental Performance Reports, this material helps Parliament hold the 
government to account for the allocation and management of funds. 


©Minister of Public Works and Government Services Canada — 2003 
This document is available in multiple formats upon request. 


This document is available on the TBS Web site at the following 
address: www.tbs-sct.gc.ca. 


Available in Canada through your local bookseller or by mail from 
Canadian Government Publishing — PWGSC 
Ottawa, Canada KIA 0S9 


Catalogue No. BT31-4/2-2003 
ISBN 0-660-62357-9 
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Treasury Board of Canada Secretariat 
Departmental Performance Reports 2003 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians in the new millennium. In this vision, 
departments and agencies recognise that they exist to serve Canadians and that a “citizen focus” 
shapes all activities, programs and services. This vision commits the Government of Canada to 
manage its business by the highest public service values. Responsible spending means spending 
wisely on the things that matter to Canadians. And finally, this vision sets a clear focus on 
results — the impact and effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2003 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/02-03/guidance/gl-ld_e.asp). Based on these principles, 
an effective report provides a coherent and balanced picture of performance that is brief and to 
the point. It focuses on outcomes - benefits to Canadians and Canadian society - and describes 
the contribution the organisation has made toward those outcomes. It sets the department’s 
performance in context, associates performance with earlier commitments, explains any changes, 
and discusses risks and challenges faced by the organisation in delivering on these commitments. 
Achievements realised in partnership with other governmental and non-governmental 
organisations are also discussed. Supporting the need for responsible spending, it links resources 
to results. Finally, the report is credible because it substantiates the performance information 
with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 
http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A OR5 


OR at: rma-mrr @tbs-sct.gc.ca 
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Executive Summary 


In 2002-2003, the Atlantic Canada Opportunities Agency (ACOA) marked its sixteenth 
year of working in partnership with the people of Atlantic Canada to help improve the 
economy of regional communities through the successful development of businesses and 
job opportunities. 


ACOA had three broad objectives in fiscal year 2002-2003: 


e Improved growth and competitiveness of Atlantic small and medium-sized 


enterprises; 

e Increased economic opportunities through community economic development; 
and 

e Adequate policies and programs to support and promote growth in the Atlantic 
economy. 


The achievement of these three broad goals is pursued largely through the Agency’s six 
strategic priorities: 


Entrepreneurship and Business Skills Development; 
Innovation; 

Trade, Tourism and Investment; 

Community Economic Development; 

Policy, Advocacy and Co-ordination; and 

Access to Capital and Information. 


This Performance Report summarizes performance accomplishments in these six areas. 
This report, and a good deal of other information and supporting documentation on 
ACOA’s activity and performance, is available on ACOA’s Web site: 


http://www.acoa-apeca.gc.ca/e/index.shtml. 
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Section I - Messages 


Minister’s Portfolio Message 


Continued investment in research and 
development, the ingenuity of Canadian Industry Portfolio: 
researchers, academics and business 
people and a growing awareness of the 
importance of innovation in a successful 
economy have greatly contributed to 
Canada’s increased recognition 
worldwide as a significant partner in the 
knowledge-based economy. 


« Atlantic Canada Opportunities Agency 

« Business Development Bank of Canada* 

« Canada Economic Development for Quebec Regions 
« Canadian Space Agency 

« Canadian Tourism Commission* 


« Competition Tribunal 

« Copyright Board Canada 

« Enterprise Cape Breton Corporation* 
« Industry Canada 


By eliminating the deficit, cutting 
personal and business taxes, making 
strategic investments and examining its 
regulatory processes, the Government of 


« Infrastructure Canada 
» National Research Council Canada 
« Natural Sciences and Engineering Research Council 


Canada has encouraged investment and otCanada 
innovation in Canadian business and has « Social Sciences and Humanities Research Council of 
laid the groundwork for success in this Canada 


competitive « Standards Council of Canada* 
world economy. = Statistics Canada 

« Western Economic Diversification Canada 
Since the introduction of Canada’s *Not required to submit a Performance Report. 
Innovation Strategy in February 2002, 
we have worked with businesses, 
institutions, associations and 
governments at all levels to develop a consensus about what must be accomplished if the 
Canadian economy is to continue to excel. A number of priorities were identified during 
the November 2002 National Summit on Innovation and Learning, including improving 
the regulatory environment for businesses in Canada, encouraging the creation and 
commercialization of knowledge through strategic partnerships and investments, and 
continuing the growth of our highly skilled work force. 


Canadians, wherever we may live, have an opportunity to take part in a dynamic and 
exciting economy. Some of us are developing expertise in highly skilled specialties like 
genomics, biotechnology and fuel cell technology. Others are benefiting from expanded 
access to broadband Internet services and, by extension, the resources of universities, 
research institutes and virtual networks around the world. 


The Industry Portfolio, consisting of 16 departments and agencies, plays an integral role 
in encouraging innovation. Its many programs at the community, regional and national 
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levels push Canadians to explore opportunities, identify new products, start new 
businesses and develop successful markets here and abroad. 


ACOA is the lead economic development agency in the Atlantic provinces, and this 
report clearly demonstrates that ACOA’s strategic and partnership-oriented approach to 
economic development in the Atlantic region is working. ACOA’s leadership in the areas 
of policy, advocacy and co-ordination, continues to successfully promote Atlantic 
Canada’s interests at the national level. 


The Agency’s focus on innovation, entrepreneurship and trade guides its efforts to 
enhance skills among budding and existing entrepreneurs; to improve the region’s 
capacity to carry out commercially promising R&D, to generate more and better 
opportunities for the region’s businesses, to attract new investment to the region, and to 
build strong communities. 


Information from Statistics Canada indicates that the increase in payroll at ACOA- 
assisted firms was approximately twice that of unassisted firms between 1989 and 2000. 
Further, between 1998 and 2002, ACOA’s commercial assistance produced more than $5 
in GDP gains for every dollar of investment. 


These and other initiatives championed by ACOA and our partners in the Industry 
Portfolio will help us create conditions favourable for innovation by Canadian 
individuals, firms and institutions. This will help secure Canada’s strong economic 
position and attract investments that will provide wide-ranging economic and social 
benefits for Canadians. 


I invite you to review the ACOA Performance Report for more details on how ACOA 
encourages innovation and economic growth in Canada. 


erty 


Allan Rock 
Minister of Industry 
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Minister of State’s Message 


The Atlantic Canada Opportunities Agency (ACOA) develops, in partnership with 
Atlantic Canadians and their communities, the tools and resources necessary for long- 
term economic development, job creation and income growth. 


Governments do not create jobs; businesses do. For this reason, ACOA focusses on the 
long-term needs of small and medium-sized enterprises, helping them trade with the rest 
of the world, and become more competitive through innovation, technology and well- 
honed business skills. However, ACOA fulfills another much-needed role — that of 
developing and co-ordinating economic policies and programs in the region, and 
representing Atlantic Canada’s interests at the national level. 


This Performance Report reviews ACOA’s activities and results obtained during the 
fiscal year ending March 31, 2003. 


Significant progress has been made in the areas of innovation; entrepreneurship and 
business skills development; trade, tourism and investment; and community economic 
development — all of which are key drivers of the region’s sustained prosperity, and 
which ACOA has identified as strategic priorities. 


For example, in the past year, scores of new partnerships with industry and the academic 
community have been established under the Atlantic Innovation Fund to develop 
commercially viable technologies. At the same time, several strategic sectors, including 
IT, biotechnology, ocean industries and aquaculture have been significantly strengthened. 


ACOA has also helped increase the number of exporters in the region; it has helped 
potential and new trade-oriented businesses to identify markets and sources of financing, 
information, competitive intelligence and advice. Through its Team Canada Atlantic 
programming, the Agency has placed dozens of Atlantic firms on the ground and within 
deal-making proximity to more than 70 million U.S. consumers. 


Through its Business Development Program and the Atlantic Investment Partnership, the 
Agency continues to assist entrepreneurs across the region to start up and grow their 
businesses. Indeed the region’s young people are 60% more likely to choose 
entrepreneurship as a way of life than were their counterparts of a decade ago. Statistics 
Canada data show that the business survival rate for ACOA-assisted firms is two and 
one-half times that of non-assisted firms. Furthermore, between 1989-2000 employment 
growth of ACOA-assisted firms was nearly four times that of non-assisted firms. 


These are important and encouraging benchmarks. They clearly illustrate that the 
Agency continues to either meet or exceed its economic development objectives. 
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As Minister of State for ACOA, I am confident that we are on the right track. I can 
assure you that the Agency will continue to work diligently, in partnership with the 
people of Atlantic Canada, to build a better, more prosperous future. 


wasn BS 


sfrourable ( erry Byrne 


Opportunities Agency 
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Section II — Agency Context 


Who We Are 

The Atlantic Canada Opportunities Agency Our Mission 

(ACOA) is a federal government agency To foster, in partnership with the 
established in 1987. ACOA offers a broad people of Atlantic Canada, the long- 
range of programs and services designed to term economic development of the 


improve the climate for business growth. The | "¢8!0n through the renewal of the 
Agency ensures that a wide variety of Sega CEL eerie SDE 
business development tools and resources are 
available to Atlantic entrepreneurs throughout all stages of the business life cycle, from 
the time they are thinking about setting up a new business, to the time they are planning 
for growth and expansion. 


ACOA 1s a federal agency with a difference. Its mandate and organizational structure 
were determined following consultations with Atlantic Canadians from across the region. 
For the first time, a federal organization charged with regional economic development in 
Atlantic Canada was actually headquartered in the Atlantic region, with regional and field 
offices in cities and towns across the four Atlantic provinces. 


What We Do 


ACOA focusses on facilitating the creation and growth of small and medium-sized 
enterprises (SMEs), overcoming barriers to growth and fostering a more entrepreneurial 
environment. 


ACOA’s key objectives are: to provide Atlantic Canadians with enhanced policy research 
and analysis to help create more and better economic opportunities in the region; and to 
provide business services to support the growth and competitiveness of SMEs. 


How We Do It 


ACOA is an organization that adapts its policies and programs to meet changing 
circumstances facing Atlantic Canadians. In 1999-2000, the Agency undertook a review 
of its missions, priorities and operations. Overall, the three planned strategic outcomes, 
or core activities, remain solid. They are: 
e Improved growth and competitiveness of Atlantic SMEs, leading to increased 
productivity, earned incomes and job creation; 
e Increased economic opportunities for Atlantic Canada through community 
economic development; and 
e Adequate policies and programs to support and promote growth in the Atlantic 
economy. 


Section II - Agency Context Page. - 5 - 


Strategic priorities dedicated to fields of activities 


oree ACOA Programs 

1. Innovation Business Development Program 

2. Community Economic Development Atlantic Investment Partnership 

3. Trade, Investment and Tourism Bilateral Economic Development 

4. Entrepreneurship and Business Skills Agreements 

Development Pan-Atlantic Economic Development 
5. Policy, Advocacy and Co-ordination Agreements 
6. Access to Capital and Information Canada Business Service Centres 
Community Business Development 

Activities pursued under these priorities are Corporations 
implemented through the Agency’s Business Infrastructure Canada 
Development Program, Atlantic Investment Adjustment Programs 


Partnership, community economic development 
activities and other program initiatives. 


More information on ACOA’s strategic priorities and programs may be found in on 
ACOA’s Web site: http://www.acoa-apeca.gc.ca/e/index.shtml 


Partnering for Success 


In pursuit of its mandate, ACOA’s mission is to work 
in partnership with the people of Atlantic Canada 
toward the long-term economic development of the 
region. Virtually all of ACOA’s developmental work 


Our Partners 
Research Institutes 


Provincial Governments 


involves partnerships. Universities 

Municipalities 
ACOA works closely with business leaders and Educational Institutions 
associations in a variety of economic sectors. In Business Sector 
tourism, the Agency leads broad-based initiatives Other Federal Departments 
with the industry through the Atlantic Canada Community-Based Economic 
Tourism Partnership, Best Practices Missions and the Development Organizations 


Atlantic Canada Technology Initiative. The Agency 
also focusses on specific developmental priorities, 
such as external trade, notably through the work of the Team Canada Atlantic missions. 


Aboriginal Communities 


ACOA partners with a variety of boards, agencies and commissions, particularly in rural 
areas. For example, the Agency works with the volunteer boards of the Community 
Business Development Corporations and with local Chambers of Commerce and Boards 
of Trade. 


ACOA is also in partnership with Aboriginal communities throughout the region to 
increase economic opportunity for Aboriginal peoples. In New Brunswick, the Joint 
Economic Development Initiative represents an ongoing partnership between Aboriginal 
peoples and a variety of public and private sector stakeholders. 
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In partnership with universities and research institutes, the Agency plays a leadership role 
in developing the regional agenda for innovation. ACOA and Atlantic universities are 
partners in the national programs of the Canada Foundation for Innovation, the National 
Research Council, the National Sciences and Engineering Research Council and Genome 
Canada. More generally, this collaboration enhances Atlantic Canada’s involvement in 
Canada’s Innovation Strategy. 


In partnering with provincial governments and municipalities, ACOA undertakes a co- 
ordination role in Atlantic Canada with respect to the federal government’s infrastructure 
programs. 


With other federal government departments, ACOA initiates partnership arrangements 
through Federal Councils in each of the Atlantic provinces. ACOA also partners with 
other members of the Industry Portfolio. 


Our Challenges And Risks 


Changing population demographics have become a challenge for all regions of Atlantic 
Canada, with some regions experiencing labour shortages while others deal with out- 
migration, particularly of youth, and population decline. Population decline is largely a 
rural phenomenon, where resource-based industries, seasonal tourism and Employment 
Insurance (EI) have been a fact of life. With lower wage rates, young people, in 
particular, are leaving the region in search of better paying jobs. As innovation and "new 
economy" jobs have become more and more important, the dichotomy between growing 
urban centres and declining rural areas is becoming more accentuated. There is, and will 
continue to be, increasing pressure to mitigate this trend, even in areas where there are 
limited opportunities for long-term economic development. 


A risk for the Atlantic region is the ability to maintain a level of population growth to 
support economic development into the future. Population growth could be achieved 
through increased immigration. The infrastructure of the Atlantic provinces, however, 
needs to be further developed to be able to support an immigrant population. Without a 
working age population that continues to grow, eventually the economy could reach a 
level of stagnant growth, then decline. This is already occurring in some rural areas. 
The issue of the aging population, out-migration of youth and the potential inability to 
attract skilled immigrants is causing ACOA to become more involved in socio-economic 
policy development as key to economic growth. 


Generating the economic development needed to provide the resources that support a 
healthy social environment is an overarching challenge faced by all governments. The 
changing focus from economic growth to one supporting health and education programs 
is putting the onus on RDAs to re-emphasize the importance of economic development to 
support a healthy economy. ACOA has become the voice of economic development in 
the region and represents Atlantic Canada at both the federal and provincial levels to 
emphasize the importance of continued support to regional economic development. 
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How ACOA’s Strategy Links to the Government of Canada’s Objectives 


ACOA’s strategic priorities are linked to and support the Government of Canada’s 
objectives as set out in the 2002 Speech from the Throne. The government highlighted 
the importance of several societal indicators that reflect a balance of social, economic and 
environmental interests. Some of ACOA’s specific investments in innovation and the 
economic growth of Atlantic Canada under the Atlantic Investment Partnership are: 


e $300 million for the Atlantic Innovation Fund designed to strengthen innovation 
capacity. This is achieved through new investments in research and development 
activities, which lead to the commercialization of new products, services or 
technologies in economic sectors that have demonstrated potential for growth. 


e $123.6 million for Trade and Investment and for Entrepreneurship and Business 
Skills Development priorities. 


e $135 million for a Strategic Community Investment Fund in support of community 
economic development, assisting community-level projects that help to strengthen the 
economic base of communities and create new opportunities for investment and job 
creation. 
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The chart below illustrates the link between the goals and objectives of the federal 
government and ACOA’s strategic priorities. 


Government of Canada’s Priorities ACOA’s Strategic Priorities/Initiatives 
Achievements Reported on Pages 


Creating Opportunity: Innovation 
Innovation 
Entrepreneurship and Business 


Skills and Learning Skills Development 
Trade and Investment Trade, Tourism and Investment 
Connecting Canadians Government On-Line 


Sharing Opportunity: 
A Clean Environment Sustainable Development Strategy 


Strong and Safe Communities Community Economic Development 


Celebrating our Canadian Citizenship ACOA’s Action Plan, 
Section 41 of the Official Languages Act 


Financial Trends and Performance 


Agency spending of $360.2 million for fiscal year 2002-2003 included $273.7 million on 
transfer payments and $86.5 million on operating costs and program-related expenditures. 
The Agency used the equivalent of 616 full-time employees in Atlantic Canada and 
Ottawa. 


Expenditures in 2002-2003 were $86.5 million less than the planned spending of 

$446.7 million due mainly to a longer than anticipated implementation process for AIP. 
The 2002 - 2003 spending reflects a $42.2 million increase ($35.7 million for grants and 
contributions and $6.5 million for operating costs, statutory payments and program 
expenditures) over the $318.0 million spent in the previous fiscal year. Grants and 
contributions activity under the Atlantic Investment Partnership programming picked up 
significantly during the year, and contributions expenditures totalled $47.6 million 
compared with $0.6 million in the previous year. Spending increased by $24.9 million 
under the Infrastructure Canada program as it entered its second full year of activity. 
Decreases of $22.4 million were experienced in sunsetted programs such as the Canadian 
Fisheries Adjustment and Restructuring initiative and the Atlantic Groundfish Strategy. 
Adjustments to other programs account for the remaining $13.8 million decrease. 
Operating costs have increased in line with increased activities undertaken by the Agency 
and are likely to stabilize at the current level. 


The schematic below illustrates the linkage between Agency resources, business lines and 
desired strategic outcomes. The Agency invested $336.5 million to support economic 
development, with $23.7 million spent on the stewardship of its financial and human 
resources, and improved service delivery. A total of $234.4 million was expended on 


Section II — Agency Context Page. - 9 - 


improved growth and competitiveness of Atlantic SMEs, $69.8 million on economic 
opportunities for Atlantic Canadians through community economic development, and 
$10 million on policies and programs to support and promote growth in the Atlantic 
economy. Other expenditures of $46 million were made on the Infrastructure Canada and 
Statutory Transfer Payments programs. 


New AIP programming saw investment in initiatives such as the Atlantic Innovation 
Fund, Strategic Community Investment Fund, Trade and Investment, and 
Entrepreneurship and Business Skills Development. Linking resources to strategic 
outcomes and business line activities strengthens the Agency’s commitment to fiscal 
prudence, accountability for the stewardship of its public monies expended, and the 
promotion of economic development activities within Atlantic Canada. 


e Adequate policies and programs to 
support and promote growth in the 
Atlantic economy: $10M 
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ACOA’s Strategic Outcomes 


Strategic Outcome 1 
Improved growth and competitiveness of Atlantic small and medium-sized enterprises (SMEs), leading to 
increased productivity, earned incomes and job creation. 
Supported under ACOA’s Strategic Priorities: 2002-2003 
Resources 
($millions) 
a) Innovation: Increased capacity to carry out leading-edge R&D, commercialization of new $ 70.0 
technologies, technology skills development, acquisition of new technologies 
Entrepreneurship and Business Skills Development: Increased opportunities for Atlantic $ 21.1 
Canadians to start and successfully grow their own businesses 
Trade: Increased export performance of the Atlantic region $ 29.6 
Investment: Increased Foreign Direct Investment in Atlantic Canada $ 2.2 
Tourism: Increased profitability, investment and wages SY Es) 
Access to Capital and Information: Employment, new business start-ups and expansion projects $74.0 
$234.4 


Private sector, provincial governments, other Industry Portfolio departments, other government departments. Some 
examples: Business New Brunswick, Business Development Bank of Canada, Natural Resources Canada 


Key Targets and Overall Results : 


Employment For each dollar invested directly in businesses through ACOA 
programming, there is a $5 increase in Atlantic GDP 

Increase in wages and salaries From 1989 to 2002, the increase in payroll (a good measure of earned 
income) was nearly twice that of unassisted firms 

Business survival rates Business survival rates for ACOA-assisted firms is two and one-half 

: ; times that of unassisted businesses 

Tourism- Increase in tourism revenues Since 1994, promotions through the Atlantic Canada Tourism 
Partnership (ACTP) have brought in approximately $170 million in 

Trade — Increase number of exporters incremental tourism revenues 


cassie 400 aS preen ieee in last five years See Web 
MI 


Programs, Resources and Results Linkages | ag 


Business Development Program (BDP) — interest free, unsecured loans to SMEs to set up, expand or modernize, in 2002- 
2003, expended $77.7 million 
Results: Employment growth four-times that of unassisted firms. 


Web site: Evaluation: http://www.acoa-apeca.gc.ca/e/library/audit/busdevprog.shtml 


Canada Business Service Centres (CBSCs) — provision of business-related services and information products to SMEs 
and aspiring entrepreneurs, in 2002-2003, expended $2.7 million 
Results: Interaction with clients increased by 68% in last two years 


Web site: http://www.cbsc.org/ 


Atlantic Innovation Fund — assist projects in the area of natural, applied, and social sciences, in 2002-2003, expended 
$36 million 
Results: 1* round of proposals (last year): 47 proposals selected, $155 million in funding 
2™ round of proposals (this year): 174 proposals seeking $545 million in funding 
Web site:http://www.acoa-apeca.gc.ca/e/financial/aif/index.shtml 
Management Practices 


For each of ACOA’s Strategic Priorities, specific results and measures have been identified, along with interim 
indicators and key performance indicators. Agency performance targets are formally reported on annually by program 
and by service line, which can be rolled up to a strategic priority level. ACOA continues to improve data quality for 
better analysis of all programs to implement the strategic plan for service quality and enhance the business process. 
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Strategic Outcome 2 
Economic opportunities for Atlantic Canada through community economic development. 
Supported under ACOA’s strategic priority: Community Economic Development 2002-2003 
a) Self-sustaining, economically viable communities Resources 
b) Communities’ self-development and alternate employment in areas affected by the closure of ($millions) 
resource-based industries or wind-down of large projects $69.8 
c) Expanded access to government business services 
d) Increased number of loans and resultant jobs created and maintained in rural areas as a result of 
SME counselling and financing services by Community Business Development Corporations 


Community-based economic development, Aboriginal communities, voluntary groups. Some examples: volunteer boards 
for the Community Business Development Corporations (CBDC), local Chambers of Commerce and Boards of Trade 


Key Targets and Overall Results 


ACOA has supported 52 regional development organizations charged with establishment of strategic economic plans and 
co-ordinating community-based development. The Agency has encouraged the development and enhancement of numerous 
tourism generators, resource-based industry developments, entrepreneurship and various other community capacity 
developments. ACOA has also supported the CBDCs that have provided nearly 10,000 business loans to rural enterprises 
over a7 year period totaling $259 million 


Programs, Resources and Results Linkages 


Strategic Community Investment Fund (SCIF) - supports strategic initiatives that enable communities to adopt new 
technologies, enhance competitiveness of their industrial base and develop their economic infrastructure, in 2002-2003 
expended $24.9 million 

Results: Announced June 2001 as a five-year, $135-million program. Activity in 2002-2003: 116 projects approved, $43 
million in contributions toward project costs of $115 million 


Web site: http://www.acoa-apeca.gc.ca/e/financial/SCIF.shtml 


Seed Capital ConneXion Program for Young Entrepreneurs —unsecured, personal loans to young entrepreneurs to start 
up or expand a business and counselling and training loans, in 2002-2003, issued $3.8 million in loans 

Results: Over last five years, 2,150 loans issued providing $21.7million in assistance and $46.2 million in additional 
leveraging 


Web site: http://www.acoa-apeca.gc.ca/e/financial/capital.shtml 


Community Futures - - autonomous, not-for-profit Community Business Development Corporations (CBDCs) supported 
by ACOA to help entrepreneurs in rural areas access information, advice and capital, in 2002-2003, issued $39.8 million in 
loans 

Results: The average loan created 1.9 jobs and maintained 3.3 jobs 

Web site: 


Management Practices 


Partnerships are used extensively for program delivery. Part of the Modern Business Management Initiative will see 
process mapping for core/programming activities such as the CBDCs and the CBSCs. This should identify opportunities for 
improvement to delivery of services. 


Page. - 12 - Atlantic Canada Opportunities Agency 


Strategic Outcome 3 

Adequate policies and programs to support and promote growth in the Atlantic economy. 

Supported under ACOA’s strategic priority: Policy, Advocacy and Co-ordination 2002-2003 
Policy and program activities that support and promote improved competitiveness in the Atlantic Resources 
economy, including research and analysis, co-ordination of the relevant development activities of other | ($millions) 
stakeholders, and advocacy of Atlantic Canada’s interests in national decisions $10 


Universities and research institutions, provincial governments and municipalities, private sector, other federal government 
departments. Some examples: Canadian Institute for Research on Regional Development, Industry Canada, University of 
Prince Edward Island 


Key Targets and Overall Results 


Identification and analysis of key issues, research areas, best practices, that enhance our understanding of the 
Atlantic economy in order to improve ACOA’s capacity to co-ordinate and plan activities and programs that 
contribute to economic growth. Please refer to ACOA’s Web site under Publications —Policy Research for more 
detailed info http://www.acoa-apeca/e/library/policy.shtml 

Greater economic activity in Atlantic Canada through policies and programs sensitive to the needs of Atlantic 
Canada 


Programs, Resources and Results Linkages 


The Function 
e The Policy function centres on improving the understanding of regional issues and providing a basis for decision 
making. It performs its role by means of research, ongoing analysis of issues and trends and by events such as 
roundtables and conferences engaging other parties and stakeholders. 
The Advocacy function has two main thrusts: to maximize regional industrial benefits from major federal 
procurement contracts, and to help ensure national policies and programs have due regard for Atlantic Canada’s 
interests. 


Co-ordination involves ACOA’s taking the lead on major economic issues, as well managing special projects and 
key initiatives on behalf of the Government of Canada and through the engagement of economic partners in 
addressing the Atlantic region’s strategic economic priorities. 


Resources 
e The Policy Advocacy and Co-ordination function is carried out by Agency officials in Head Office, the Ottawa 
office and all regional offices. Some of the work is contracted out and is often carried out in collaboration with 
other key partners in economic development. 


Management Practices 


The Agency’s Modern Business Management Initiative has identified a refined corporate planning process showing the 
relationships between related components, including an Environmental Outlook. This should facilitate monitoring of results 
against strategic priorities. The Agency has also started work on an Integrated Risk Management framework consistent with 
Treasury Board guidelines. 


Other Expenditures 


2002-2003 

Resources 

($millions) 
Infrastructure Canada Program to enhance municipal infrastructure in urban and rural communities $40.6 
Statutory Transfer Payments made by ACOA for liabilities, see Annex B, Table 6 $5.4 


2002-2003 Total Resources $360.2 
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| Section III — Performance Accomplishments 


Achievements in Economic Development 
(See Annex C — Methodology for Estimating Economic Impact) 


Impact on Income 


Increase in Payrolis 1989 — 2000 
(% change) 


Payroll data from Statistics Canada 
Employment Dynamics indicate payroll 
increases for ACOA-assisted firms is 
nearly twice that of unassisted firms from 
1989 to 2000. 


percenentage 


ACOA clients Unassisted firms 


Employment Growth 
Statistics Canada data also show that over Employment Growth of ACOA- 
an 11-year period beginning in 1989, assisted Firms 1989-2000 


employment growth of ACOA-assisted firms 
was nearly four times that of non-assisted 
firms. 


percentage 


ACOA clients Unassisted firms 


Impact on Gross Domestic Product (GDP) 


GDP was almost $1 billion higher annually by 2002 than it would have been in the 
absence of ACOA’s expenditures in direct support of business. Over the five-year period 
of 1998 to 2002 direct Agency support to business has produced total accumulated annual 
increases of over $5 in GDP gains for every dollar of ACOA expenditure (estimated in 
constant 1997 dollars). 
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Soe & Outcome 1 


creation. 


a) Development and commercialization of new technologies, increased 
innovation capacity and growth of st haa sectors/clusters. 


Supported under ACOA’s strategic priority: Innovation 


Planned Results (Targets) 


New partnerships for technology development 
and commercialization — 30 per year. 


Start-up of technology-based SMEs -— six per 
year. 


Strengthened strategic sectors/clusters (e.g. 
aquaculture, ocean industries, 

biotechnology, information technology) — four 
sectors/clusters. 


Strengthened technology development that 
allows resource sectors to increase their 
competitiveness — two sectors. 


Strengthened innovation system linkages 
through support to strategic technology 
networks. 


New products and processes commercialized — 
45 per year. 


Increased awareness and use of e-commerce by 
SMEs in Atlantic Canada. 


Improved level of new technology adoption and 
productivity by implementing TopTech 
sessions and a new technology adoption 
initiative for the wood products sector (NB). 


Increased innovation awareness by 
implementing commercialization sessions 
matching university researchers and SMEs 
(NB). 


Page. - 16 - 


Target exceeded. Approximately 46 
partnerships formed, 39 were through Atlantic 
Innovation Fund. (AIF) 


Target exceeded. Approximately eight start-ups 
were supported. 


Target exceeded. Under AIF, 10 strategic 
sectors are being strengthened. 


Target exceeded. Technology developments 
being supported in five resource sectors. 


ACOA continues to nurture its support for 
strategic technology networks such as 
Softworld 2000 (an IT networking conference), 
which attracted over 400 delegates, or the 
creation of a pan-Atlantic Materials Research 
Network. 


Target Exceeded. 69 projects supported 
totalling approximately $50 million in 
assistance. 


On track. “E-business for Your Business” 
sessions were held in New Brunswick and in 
Nova Scotia. 


Target achieved. In New Brunswick, three 
companies implemented productivity 
improvement through TopTech sessions held 
for the wood products sector. 


On track. Technology commercialization 
sessions held in New Brunswick and Nova 
Scotia. 


Atlantic Canada Opportunities Agency 


Accomplishments 


Innovative companies are growing companies. They create jobs and new opportunities 
for businesses faster and more successfully than do their less innovative counterparts. 
Building an environment where more companies can fully participate in, and contribute 
to, the global, knowledge-based economy is key to Atlantic Canada's long-term 
competitiveness. 


Specifically, the Agency focusses on improving the region's capacity to carry out leading- 
edge research and development, facilitating the commercialization of new technologies, 
helping companies adopt the latest technologies and upgrade their technology skills and 
encouraging partnerships and alliances among private sector firms, universities and 
research institutions. 


e The first round of proposals under the Atlantic Innovation Fund (AIF) resulted in 
the selection of 47 projects totalling approximately $155 million in funding and 
representing a mix of the private sector, university and research institute 
initiatives located throughout the region. For every dollar of AIF funding, the 
project proponents leveraged an additional $1.20 in funding from a variety of 
private and public sector sources. The second round attracted 174 proposals 
seeking a total of $545 million in funding toward total project costs of $1.0 
billion. 


e The Agriculture and Agri-Food Canada/Atlantic Canada Opportunities 
Agency/National Research Council (AAFC/ACOA/NRC) Commercialization 
Initiative, a three-year pilot initiative, was renewed and enhanced in 2002-2003. 
A project involving a partnership between Satlantic of Halifax, Nova Scotia, and 
the AAFC Research Station in Kentville, Nova Scotia, received a Federal Partners 
in Technology Transfer award. The project involved the commercialization of a 
trademark device (HarvestWatch) that monitors the health of apples and other 
fruit in long-term storage. 


e An SME Innovation Guide was developed and is available on-line at 
http://www.acoa-apeca.gc.ca/innovationE/guide/index.shtml. This guide is 
designed to help entrepreneurs become more innovative by developing new 
products, services and technologies. 


e Workshops and seminars were held on topics such as technology 
commercialization, new product development, clustering, and e-business. 


e ACOA partnered with the Province of New Brunswick in the establishment of a 
virtual innovation team, comprised of three sub-groupings: SME-focussed, 
institutionally-focussed and R&D culturally-focussed. Further, ACOA provided 
input into a pan-Atlantic proposal to establish a Canadian Environmental 
Technology Advancement Centre (CETAC) office in Atlantic Canada and 
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participated in a National Research Council (NRC) roundtable strategy session on 
e-health R&D. 


e ACOA supported Memorial University of Newfoundland (MUN) and Newfound 
Genomics to establish a genetics research centre. The mutual goal is to 
significantly stimulate research on human medicine, fisheries, biodiversity and 
endangered species throughout Canada. The collaboration will provide industrial 
biotechnology exposure not currently available to MUN students. It is expected 
that 10 to 12 jobs will be created immediately and as many as 50 to 100 full-time 
positions may be created in the areas of genetics research and clinical drug trials 
over the long term. 


e In Nova Scotia, ACOA initiated a series of seminars for university researchers to 
showcase their capabilities to business people. The intended outcome, with some 
success to date, is to encourage local businesses to utilize the resources and 
intellectual capital within universities to address technical problems associated 
with their business. 


e In the fall of 2002, ACOA launched the Innovation Skills Development Initiative 
(ISDI). This initiative is designed to improve the innovation management and 
technical competencies of SMEs in Atlantic Canada. 


Increased opportunities for Atlantic Canadians to develop the motivation 
and business skills required to start and successfully grow their own 
business. 


Supported under ACOA’s strategic eae. Enteeprencaship: and 
Business Skills Development 


Planned Results (Targets)  . Results 


Increased awareness of the benefits of good On track. 
management practices by promoting the ; 

benefits and usage of management training and 

skills development. 


Increased use of management training products 9” track. 
by providing business skills development 

opportunities such as courses, workshops and 

mentoring. 


Enhanced awareness of entrepreneurship as a Target achieved. 2003 survey indicates that 


career option among young people by 2002- 21% of young people intend to start a business, 
2003. up from 13% a decade ago. 
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Accomplishments 


There is evidence to 
suggest the Atlantic region Entrepreneurship Entry Rates 
possesses a vibrant 
entrepreneurial spirit on 
which to build a strong 
future. Over the period 
1990-1998, the average 
annual rate of new business 
start-ups in Atlantic Canada 
was 20.3%, exceeding the 
Canadian rate of 15.4%.’ 


ACOA continues to foster entrepreneurship and business skills development because it 
creates jobs for Atlantic Canadians. With almost 75% of jobs arising from small and 
medium-sized businesses, creating an environment that produces more and better- 
prepared entrepreneurs is key to the region’s future.” 


Of course, the government cannot “create” entrepreneurs. People make up their own 
minds about their career paths based on perceptions of what seems realistic given the 
skills they have, or the skills they can readily develop. This also aptly describes ACOA’s 
role in entrepreneurship and business skills development. ACOA supports projects and 
activities that are designed to ensure as many people as possible view entrepreneurship as 
a career path. ACOA then follows through to ensure there are opportunities for them to 
acquire the skills needed to plan, launch and grow a business. 


Succeeding in the knowledge-based global economy is closely linked to being innovative 
and investing in skills and training. Yet, this is a particular challenge in Atlantic Canada 
where 73% of firms have fewer than five employees. For such small firms, investments 
in training and skills development may not be seen as a high priority. Part of ACOA’s 
strategy, therefore, is to help communicate the importance of such investments. The 
appropriateness of this communication effort is reinforced by the relatively poor state of 
business skills in Atlantic Canada. The region ranked 36™ out of 49 countries in an 
international study that measured management competencies, so clearly there is room for 
improvement.” 


The following points illustrate the progress ACOA has made in 2002-2003 toward 
increasing awareness of the benefits of good management practices: 


e Developed and distributed the publication, The Innovation Skills Challenge: Profiles 
from Atlantic Canada. This resource profiles nine Atlantic Canadian firms that have 


Statistics Canada, Employment Dynamics. 

> IBID 

* IBID 

“North American Policy Group, Atlantic Canada and the World: A Development Comparison, June 1996. 
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all realized that innovation depends on investing in people and the creation of an 
Ainnovation culture@ within a firm where ongoing skill development is essential. The 
publication is available at Canada Business Service Centres, economic development 
agencies, ACOA offices and on ACOA’s Web site at 


http://www.acoa-apeca.gc.ca/e/library/pamphlets/challenge/challenge.SHTML 


e Partnered with Ernst and Young on the 2002 Atlantic Entrepreneur of the Year 
Awards. These awards profile the region’s most innovative and successful 
entrepreneurs and help create awareness among business people and the population at 
large about the calibre of entrepreneurs the region is producing. They also help set 
the standard for business skills development. 


Simply promoting investments in business skills development is, by itself, insufficient. 
Such efforts must be balanced with programs and resources that can be accessed by 
Atlantic Canadians looking for practical ways to develop or improve their business skills. 
The rationale for investing in this area stems from different studies. For example, 
according to a 1996 study, the main cause of bankruptcy and business failure among new 
Canadian firms is the lack of management training and experience of their leaders.” This 
is why ACOA invests in management training initiatives such as: 


e Entrepreneurship and Business Skills Development Partnership (EBSDP) - a 
highlight achievement of 2002. This is a $59.6-million component of the Atlantic 
Investment Partnership and demonstrates ACOA’s enhanced emphasis on business 
skills development. It focusses on the development of entrepreneurship amongst 
young people and women, and on the development of innovation skills. In its first six 
months, the EBSDP facilitated 125 projects representing an ACOA investment of 
approximately $9 million, which in turn leveraged an additional $4 million in 
assistance from other sources. 


e ProfitLearn - through a partnership with the New Brunswick Training Group Inc., 
close to 1,200 business people participated in a number of workshops focussing on 
various aspects of operating and growing a business. This represents a 32% increase 
in participation over two years. Of course, the real question is whether participants in 
such workshops will be able to improve their businesses as a result. Feedback is 
encouraging, with 87% of participants saying they will be able to apply this new 
information “always” or “often.” Indeed, 95% say they would like to attend more 
sessions, which speaks to a willingness among Atlantic entrepreneurs to continue 
improving their business skills. 


e A Web-based entrepreneurship and small business management French language 
course — in partnership with specific community colleges. Although this is a recent 
initiative, 40 Atlantic Canadians have registered for the course. On-line access to 
business skills development such as this is particularly important for people located in 
rural areas where it can be more difficult to access training. For more information, 


please visit: http://dieppeweb.ccnb.nb.ca/ 


> Gasse, Y., Research Project on Best Management Practices, 1996. 
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e Conferences for women entrepreneurs — held in Newfoundland and Labrador, as well 
as in Prince Edward Island. Venues such as these are critical to bringing together 
targeted groups of entrepreneurs to develop business skills, network and mentor one 
another to help create a community of entrepreneurs in the region and to address the 
sense of solitude that many entrepreneurs experience. 


ACOA has emphasized the development of young entrepreneurs for many years and 
several reasons. For one, it is helpful to expose young people to entrepreneurship at a 
stage in their lives when they are weighing their options and making decisions about 
where to live and what to do. It is also important to provide youth with an alternative to 
merely looking for a job. This is particularly significant since young people often choose 
to move to an urban area, or leave Atlantic Canada altogether.° 


In 2002-2003, activities to enhance awareness of entrepreneurship as a career option 
among young people included: 


e Enabling 400 students to learn about starting a business through the Youth Ventures 
Program, undertaken in concert with Community Business Development 
Corporations. As a result, 260 summer businesses were started, creating 
employment not only for the business owners, but for another 150 students as well. 
This is a long-term investment in the development of entrepreneurial attitudes and 
skills — one that helps foster an entrepreneurial culture and empowers people to chart 
their own futures in Atlantic Canada through entrepreneurship. 


e Positioning entrepreneurship as a career path for young people. For example, through 
a partnership with the CBC, young entrepreneurs are regularly profiled on the popular 
youth-oriented TV show Street Cents. Young Francophone entrepreneurs were also 
featured in a series of vignettes distributed through various media, particularly 
Radio-Canada’s television programming in Atlantic Canada. 


e Working co-operatively with School Boards in developing the Regional Economic 
Development and Schools Initiative. Seventy-two modules were developed, enabling 
high school students to explore the entrepreneurial opportunities inherent in their 
local economy. 


e Partnering with Junior Achievement enabled 3,700 students to learn about what it 
takes to be an entrepreneur and to experience, hands-on, how to effectively apply 
entrepreneurial skills. 


e Continuing the Business Builders initiative enabled 100 students, aged 8 to 16, to 


receive an orientation in the basics of entrepreneurship and the creation of their own 
businesses. 


° Corporate Research Associates Inc., Study of Entrepreneurship Among Young Atlantic Canadians Aged 
15-19, 2001. 
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e Pursuing efforts to ensure young Aboriginals have opportunities to explore 
entrepreneurship. Activities included the opening of a youth-friendly 
entrepreneurship walk-in centre called “Open For Business” (one of eight such 
centres in Atlantic Canada) serving the Eskasoni community in Cape Breton. Centres 
such as this often act as catalysts for other related activities. For example, through 
the Eskasoni Open For Business, a series of entrepreneurship workshops are being 
conducted in five Aboriginal communities throughout Cape Breton. 


The results of such efforts are encouraging as research now indicates that 21% of young 
Atlantic Canadians aged 18 to 34 intend to start a business within the next two years.’ 
The comparable statistic for a decade ago was only 13%, which signals a tremendous 
growth in the number of young people considering entrepreneurship. 


By its very nature, ACOA’s involvement in youth entrepreneurship development is long- 
term. For example, exposing a high school student to entrepreneurship may only yield 
economic benefits for Atlantic Canada in several years once that student has finished 
studying and decided to start a business, thereby creating employment in the region. 


Research indicates that ACOA investments are paying off. There is evidence of a 
positive connection between exposure to entrepreneurship at a young age and the 
eventual start-up of a business. For example, research indicates that one in four young 
people who currently operate a business in Atlantic Canada took high school courses 
concerned with starting a business.° Post-secondary courses on entrepreneurship were 
taken by 44% of young entrepreneurs. When asked about what would be the most 
helpful options for young people starting a business, all responses point to areas of 
activity already supported by ACOA and its partners. A significant number of young 
entrepreneurs surveyed (69%) indicated that government programs and information are 
an important career influence. 


Z Corporate Research Associates Inc., Atlantic Omnibus Survey, February 2003. 

* Corporate Research Associates Inc., Study of Entrepreneurship Among Young Atlantic Canadians Aged 
15-19, 2001. 

” IBID 
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c) More SMEs exporting; more export-ready SMEs; existing exporters 
selling more and to diversified markets. 


Supported under ACOA’s strategic priority: Trade | | 


Planned Results (Targets) Results 


Increased number of potential exporters Target exceeded: 590 potential exporters. 
committed to exporting and meeting basic 

export readiness/skills requirements - 300 per 

year. 


Increased number of new (first-time exporters) 85% of target achieved. 
- 80 per year. 


Develop and implement sector export strategies | Target exceeded: two pan-Atlantic and five 

- two per year. provincial strategies were developed. In 
addition, two provincial strategies were 
implemented. 


Existing exporters equipped with necessary Target exceeded: 102 existing exporters. 
information and skills and targeting new export 
markets - 100 per year. 


Existing exporters successfully securing new Target exceeded: 46. 
export markets - 40 per year. 


Accomplishments 


Exporting is one of the nation’s leading engines of economic growth. It builds revenues, 
fuels business opportunities and generates jobs. Close proximity to the rich markets of 
the United States as well as increased levels of exportable, value-added and knowledge- 
based goods and services render Atlantic Canada particularly well suited as a base for 
exporting. 


While firms in the region are increasingly taking advantage of these opportunities, fewer 
than 5% of Atlantic Canada’s SMEs are currently exporting.’° 


In order to increase the number of exporting SMEs in Atlantic Canada, ACOA, together 
with its partners, strives to increase the region’s total export output by: creating greater 
awareness of exporting as a growth strategy for SMEs; promoting and supporting export 
skill development among potential and existing exporting firms and business consultants; 
providing access to financing for SMEs and industry and business associations; and 
generating more knowledge on the export development needs and sectoral export 
capability of the region’s export community. 


The Agency’s role was further strengthened with the introduction of the $54-million trade 
component of the Atlantic Investment Partnership in 2002. The Atlantic Trade and 


° Statistics Canada, Export Registry and Business Registry, 2003. 
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Investment Partnership (ATIP) has enabled the Agency to undertake comprehensive pan- 
Atlantic and provincially based trade development initiatives such as Team Canada 
Atlantic Missions, Sector Export Strategies, Skills Development and Trade Internships, 
that build upon partnerships established with trade partners. 


The Agency continues to focus on pan-Atlantic trade missions specific to the United 
States and European markets. For example: 


o Building on the success of five previous trade missions to Atlanta and Boston, 
ACOA organized two Team Canada Atlantic Missions to New York in May 
and November of 2002. The two latest missions, led by the Minister of State 
for ACOA and the four Atlantic Premiers and their Ministers responsible for 
trade, included a total of 77 Atlantic Canadian firms participating in over 550 
meetings with U.S. firms in the New York tri-state area. Survey results 
indicate $14.95 million in expected sales and the creation of 135 jobs over the 
next two years. Additional information about the Team Canada Atlantic 
Trade Missions can be found at http://www.teamcanadaatlantic.com/tca/ 


o ACOA also organized a pan-Atlantic trade mission to the International Boston 
Seafood Show. Eight Atlantic Canadian firms participated in the mission, 
which included attending the Seafood Show, business meetings and 
networking events. The mission resulted in 24 new leads identified, with 
three firms indicating short-term sales under $100,000 and two firms 
indicating short-term sales between $100,000 and $500,000. 


The ongoing success of these pan-Atlantic initiatives has resulted in direct economic 
benefits to the Atlantic region by increasing export sales and the visibility of Atlantic 
Canadian products and services in key U.S. and European markets: 


A Prince Edward Island Trade Mission to Dublin, Ireland, met with positive results. 
Trade Team Prince Edward Island, ACOA and its federal and provincial partners 
organized the mission with eight Island companies to explore trade and export 
opportunities in Europe’s fastest-growing economy. Results of the mission show that 
revenues of over $4.6 million are expected within the next two years, as well as the 
anticipated creation of 35 jobs resulting from business generated by mission 
activities. 


The year 2002 also marked the launch of the Agency’s Export Internship for Trade 
Graduates program under ATIP. The program, delivered throughout the region in 
partnership with Atlantic post-secondary institutions, places university students who 
have completed formal training in the area of trade with companies that are pursuing 
new export markets for growth. During the 2002-2003 period, 18 graduates were 
placed with firms in New Brunswick and Newfoundland and Labrador. Placements in 
Nova Scotia and Prince Edward Island will be undertaken for the first time in the next 
fiscal year. Through the administration of this program, the Agency provides 
hands-on, trade-related work experience for Atlantic Canadian students, while 
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contributing to the export performance of the Atlantic region by providing SMEs with 
in-house trade expertise. 


The Export Partnering Program (EPP) in New Brunswick continues to be highly 
successful in meeting its goals. Three awareness sessions were held at various 
educational institutions across the province. Ten companies were matched with 10 
marketing students, who assisted the companies in the export development area 
throughout the academic year. This co-operation and collaboration culminated in a 
joint trade mission to the New England market at the end of the school year. Since its 
inception in 1995, 103 SMEs, 334 students, three universities and one college have 
taken part in the EPP. As partners, these groups have worked together to increase the 
exporting potential of New Brunswick businesses, and hone the abilities of students 
to become future trade officers and/or counsellors. '! 


The Agency completed a number of successful initiatives in the trade skill 
development area in 2002-2003. 


o In Nova Scotia, ACOA organized nine export information workshops in three 
rural communities covering the topics of international marketing, export 
financing and trade logistics. In total, 142 participants, representing potential 
and experienced exporters, attended the sessions, with 57% of participants 
stating that the workshops helped them to identify and expand their export 
opportunities.'* In addition to the workshop series, 15 trade awareness 
sessions resulted in 150 community and business leaders reporting an 
increased knowledge and awareness of export programs and services.’ 


o In Prince Edward Island, 45 participants attended the “Export Series for 
Success” trade awareness workshops organized by the Agency. In 
Newfoundland and Labrador, 30 potential exporters attended awareness and 
training sessions sponsored by ACOA. 


o In New Brunswick, the Agency organized 70 one-on-one trade consultation 
sessions, three multi-day training sessions, and 10 trade-awareness sessions, 
with the participation of 307 SMEs. 


Agency assistance to SMEs in Atlantic Canada has contributed to the increase of 
first-time exporters. In the past five years, ACOA helped over 400 companies begin 
to export. 


The Agency continues to promote partnerships, consensus and “clusters of capability” 
in sectors where export potential has been identified, as well as to provide blueprints 
for guiding export development activity in key growth sectors. This year, with 


'' ACOA, Press Release, April 24, 2003. 
'2 ACOA, Export Success Workshop Series Evaluation, March 2003. 
i ACOA, ATIP Final Report and Attendee Seminar, October 2002. 
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support from the IBDA, two pan-Atlantic export strategies for the Information 
Technology and Plastics sectors were completed. 


e The Agency also supported the development of five provincially-based sector 
strategies including: the value-added wood products industry in Prince Edward 
Island; the Boat Building and Environmental sectors in Newfoundland and Labrador; 
the E-Learning sector in Nova Scotia; and the Metal Working sector in 
New Brunswick. In addition, implementation of export strategies for the Oil and Gas, 
and Aerospace and Defence sectors in Nova Scotia are underway. 


d) Increase foreign direct investment i in une Atlantic sy 


Supported one ACOA’s strategie priority Investment _ 


Planned Results (Targets) 


Corporate investment, intelligence and On track. 
investment leads by strengthening investment 


partnerships. 


General information about the region as a On track. 
prospective investment site and regional 
profiles as part of investment missions. 


Identification and analysis of the key factors On track. 
influencing investment by foreign corporations 

in Atlantic Canada and developing 

information/awareness materials. 


Accomplishments 


The potential for economic growth through Foreign Direct Investment (FDI) in Atlantic 
Canada is significant. FDI creates jobs and generates revenues, it strengthens economic 
infrastructure and builds industrial oon mass required to successfully compete in a 
global economy. 


In recognition of the importance of FDI as a vehicle for economic growth, ACOA 
focusses on the areas of investment research, awareness and promotion, identification and 
development of investment intelligence and leads, and partnerships. The strategy is 
delivered through close working relationships with the four Atlantic provinces, 
Investment Partnerships Canada (IPC), the Department of Foreign Affairs and 
International Trade (DFAIT) and Industry Canada. 


Following are some examples of how ACOA has worked to increase awareness 
throughout the FDI community, and to enhance investment development partnerships 


with provincial and federal partners in order to attract/increase FDI in Atlantic Canada. 


e The Agency continues to oversee a number of pan-Atlantic investment projects 
through the Atlantic Investment Co-ordination Committee (AICC). The committee, 
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established to foster greater co-operation and co-ordination in the area of foreign 
direct investment development within the region, is co-chaired by the Agency, and 
includes the directors of investment for the four provinces as well as officials with 
Industry Canada and Investment Partnership Canada. Successful initiatives in 2002- 
2003 included: 


o Pan-Atlantic representation at the lead development conference 
“Relocation Summit 2002” in Washington, D.C. Each Atlantic 
representative participated in approximately 15 official meetings 
with senior corporate management delegates who had indicated 
they had corporate expansion plans. A number of leads continue to 
be pursued. 


o The AICC hosted, in tandem with the 34" Annual Economic 
Development Association of Canada Conference in Prince Edward 
Island, the Department of Foreign Affairs’ annual United States 
investment officers’ meeting. The meeting provided an 
opportunity to increase the awareness of Atlantic Canada as an 
investment location, and served to update the officers on the 
region’s investment activities. In addition to the presentations 
delivered by the AICC partners, three U.S. companies with 
establishments in Atlantic Canada presented FDI testimonials. 


o The organization of site selector familiarization tours in 
Nova Scotia and Newfoundland and Labrador for three site 
selectors. 


o Distribution of intelligence information, research and potential 
investment leads to ACOA’s provincial partners through the AICC 
network. 


e The placement of an ACOA investment officer within Investment Partnership Canada 
in early 2003 continues to greatly benefit both organizations with regard to their 
respective investment responsibilities and activities, including Team Canada Atlantic 
missions. 


e Phase Two of the Foreign Direct Investment (FDI) study was completed by the 
Atlantic Provinces Economic Council (APEC) for ACOA in early 2003. Entitled A 
Profile of Foreign Firms in Atlantic Canada, the study, primarily a database of FDI in 
the region, will be used to benchmark the origins of FDI in Atlantic Canada from a 
sectoral and geographic perspective. The study has allowed ACOA to conduct 
further analysis for marketing purposes in FDI attraction and industry cluster 
development. The study may be found at www.apec-econ.ca. 


e Several pieces of collateral marketing materials were produced and distributed to over 


200 DFAIT counsellors in posts abroad, 500 site selectors, as well as other key 
contacts. Materials produced included the Atlantic Business Environment Profile, 
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profiles of the energy and biotechnology sectors, sector specific e-business CD-Rom 
cards, and the launch of new ACOA Investment Web pages, (see 


Www.acoa.gc.ca/invest). 


e In Prince Edward Island, communication goals, promotional tools and brochures were 
developed for /nvest P.E.I., and meetings with investment prospects in the 
New York/New Jersey area were held. 


e The Agency completed the first phase of its media campaign consisting of 
advertisements placed in editions of Forbes, Fortune, Fortune Small Business, 
Money, Inc., and Business Week magazines for the New York, Washington, Atlanta 
and Boston markets. The series of advertisements, designed to raise awareness of the 
region as an attractive investment location, were produced using the theme “Atlantic 
Canada: A Profitable Place to Do Business.” 


e Once again, investment promotion activities were integrated within the Team Canada 
Atlantic trade missions to New York. Activities involved a series of meetings and 
roundtables showcasing Atlantic Canada to corporate lawyers, site selectors, business 
executives and energy leaders. For more information see the Web site 


http://www.teamcanadaatlantic.com/tca/. 
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e) Increased profitability, investment and wages in the tourism sector, resulting 
from higher quality in-demand products that operate over longer seasons. 


Supported under ACOA’s strategic priority: Tourism 


Planned Results (Targets) 


Investment and tourism development in 
strategic product and geographic areas 


Conversion from traditional resource-based 
activities to tourism in communities 
demonstrating sustainable competitive 
advantage 


Focus industry attention on products that 
improve in quality, productivity, yield and 
appeal 


More customers who visit at off-peak times 
of year, more markets reached with greater 
impact, increased export tourism receipts 


More effective use of resources from federal 


and other partners through policy, advocacy 
and co-ordination 


Direct promotion of Atlantic Canada as a 
travel destination both domestically and 
internationally 
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Results 


On track. Co-ordinated pan-Atlantic initiatives to establish, 
improve the market readiness and market four new niche 
tourism products (high-end attractions, touring products, 
outdoor adventure, and seaside resorts), and three existing 
niche products (cruise ship, eco-systems, economuseums). 


On track. A functional, sustainable tourism community 
screening and mentoring model based on the Bouctouche 
Sustainable Tourism Program was developed and delivered 
to seven tourism communities in Atlantic Canada. 
Bouctouche provided the momentum, energy and tools 
required for participant communities to establish 
sustainable tourism practices. Participant communities are 
in varying stages of addressing opportunities (developing 
action plans, SWOT analysis, vision, hiring dedicated 
personnel, product financing applications, new 
infrastructure, etc.). 


On track. Initiatives helped contribute to: increased 
product quality; accommodation star/grading rating; 
increases in average room rates and revenues per room; 
increases in the supply of in-demand, high-quality 
waterfront cottages; additional historic country inns; 
campgrounds; and tourism operator knowledge required to 
develop in-demand, quality tourism products. 


On track. Provincial tourism statistics indicate 
tourism-related spending in Atlantic Canada 
reached $3.17 billion in 2002, a 14% increase over 


the previous year. 


On track. Communicated the need to focus on quality and 
wide development/deployment of benchmarks and industry 
standards (mystery shopping, best practices, grading 
certification and employee training program. ). 
Presentation/information sessions shared research and 
market intelligence on product and marketing opportunities 
and threats. Informed potential partners (industry groups, 
associations, provincial departments, etc.) of opportunities 
in the tourism sector. Facilitated long-term, strategic 
planning in the tourism industry via private and public 
partnerships. 


On track. Successful delivery of the Atlantic Canada 
Tourism Partnership and other marketing partnerships in 
targeted international and domestic markets. 
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Accomplishments 


Tourism development is a key aspect of the Atlantic economy. As an economic sector, 
tourism offers significant wealth and job creation opportunities and builds on exhibited 
regional strengths, especially the natural environment of Atlantic Canada with its coastal 
beauty and rural landscapes. 


Throughout Newfoundland and Labrador, Estimating the impact of tourism in 
tourism is a high priority for development. In Newfoundland and Labrador ? 
the absence of alternative opportunities in the Bone yery 10000 ofa doral boners iene 

: ; : : visitors to the province, and extra $6.2 million 
fishery or other primary industry, tourism has in spending occurs, 500 seasonal jobs are 


emerged as an option for many rural areas of the | created and $4.4 million in GDP is generated. 

province. During 2002-2003, ACOA supported 

138 tourism projects in the province, million a year in earned income to the Great 

contributing $14.7 million toward $26.6 million | Northern Peninsula’s economy (7.8% of all 

in total project costs. Emphasis was placed on wages and salaies)as Toe aust yr aecounie for 
; wat : 20% of employment within the region. 

enhancing travel generators within strategic 

locations, assisting firms in improving product Source Estimates: ACOA Policy and Co- 

quality and supporting marketing activities. ME 


Tourism now contributes an estimated $10 


On Cape Breton Island, ACOA has invested nearly $3 million in 2002-2003 to improve 
overall product quality and lengthen the tourism season. An example of ACOA’s 
investment at work is the Celtic Colours International Festival and the Sydney Marine 
Terminal Redevelopment project. Celtic Colours draws attendance not only from every 
province and territory in Canada, but also from 18 additional countries. The festival 
injects over $5 million into the local economy annually. 


In Nova Scotia, New Brunswick and Prince Edward Island, ACOA continues to grow the 
tourism industry through investments in upgrading accommodations, establishing cultural 
and heritage attractions and other development and marketing initiatives. Work 
continues to enhance the quality of Atlantic Canada’s tourism offerings, develop pan- 
Atlantic marketing plans, create awareness of Atlantic Canada as a leisure travel 
destination, and support research initiatives that collect market information and 
intelligence. 


The Atlantic Canada Tourism Partnership Return on Investment 
(ACTP) has been cited as a strong example of i areas esa ns 
how federal, provincial and industry partnership 
can benefit the Atlantic region. In 1994, the four 
Atlantic provinces and their tourism industries 
came together with the Government of Canada to 
create the Atlantic Canada Tourism Partnership. 
Since then, the Partnership has mounted three 2000 2001 2002 
consecutive projects dedicated to promoting the 


Source: ACTP Conversion Reports 
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provinces of Newfoundland and Labrador, 

Nova Scotia, New Brunswick and Prince Edward Island as premiere tourism destinations in 
key international markets including the New England and Mid-Atlantic regions of the 
United States, the United Kingdom, German-speaking Europe, and Japan. An example of 
success is the U.S. consumer media campaign, where the ACTP obtained an average return 
on investment of $10.20 in tourism-related spending for every $1.00 of media purchased in 
2002. 


The U.S. consumer media campaign exemplifies the effectiveness of the ACTP in 
generating incremental tourism. During the course of the 2000-2003 Partnership, the U.S. 
campaign generated 315,000 information requests, delivered over 70,000 visitor parties 
that spent an estimated $84.6 million while vacationing in Atlantic Canada. When 
compared with the 1997-2000 ACTP activities, inquiries increased by 90%, party visits 
by 94% and revenues more than doubled. 


The Atlantic Canada Tourism 
Partnership’s ongoing 
participation in the Canadian 
Tourism Commission (CTC) 
overseas marketing programs 
has continued to build on the 
“Canada’s East Coast” brand 
in Europe and “Atlantic 


Atlantic Canada’s Share of Overseas Visitor 


United Kingdom | 5.6 2 f 4 
Canada, Where Canada 
“9? . Source: Statistics Canada International Travel Survey 
Begins” brand in Japan. These 


marketing initiatives have contributed to incremental shares of province visits and 
revenues from targeted European and Asia-Pacific markets. Atlantic Canada share of 
U.K. province visits increased by 14% and its share of U.K. visitor spending in Canada 
increased by 16%. Although the region’s share of German visits to Canadian destinations 
declined 4.6%, its share of revenues increased by 8%. The Atlantic region also recorded 
a 29% increase in its share of Japanese visits to Canadian destinations and a 25% increase 


in its share of Japanese visitor spending. 
2002 Tourism Atlantic 
Marketing Initiative 


ROI (Media Buys) $10.33 
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The Tourism Atlantic Marketing Initiative (TAMI) 
was instrumental in assisting the tourism industry 
in Atlantic Canada recover from the impacts of the 
September 11, 2001 tragedy. TAMI was a one- 
time, concentrated tourism marketing effort in 
Ontario and Quebec. The TAMI initiative was a 
$5-million project funded under ACOA’s Business 
Development Program. ACOA’s investment was 
75%, or $3.75 million. Industry and provincial 
partners contributed 25% ($1.25 million) to the 
marketing initiative. 
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f) Employment, new business start-ups and expansion projects as a result of 
Access to Capital and Information for Atlantic SMEs. 


Supported under ACOA’s strategic priority: Access to Capital and 
Information 


Planned Results (Targets) : : _ ; Results 


Approximately 450 Atlantic SMEs assisted to Tanck met. F acid assistance under rere 

help create employment, new sales, new to Capital was provided to 312 Atlantic SMEs, 

business start-ups and increased activity. 57 of which were new establishments. A 
further 382 SMEs were provided assistance 
under the Seed Capital ConneXion Program 
for Young Entrepreneurs, 295 of which were 
establishments, for a total of 694 SMEs assisted 
including 352 for establishments. 


An expanded Consulting Advisory Services On track. Approximately $3.4 million (17% 

(CAS) placing more emphasis on increase over 2001 - 2002) was spent on 938 

counselling/mentoring, skills CAS initiatives, about 64% of which related to 

development/product improvements and counselling/mentoring, skills 

specific initiatives under trade and innovation development/product improvements and 

strategic priorities. specific initiatives under trade and innovation 
strategic priorities. 


Reinvestment in SME start-ups and expansions Target exceeded. Approximately $55.3 million 
in Atlantic Canada as a result of loan was collected in loan repayments during the 
repayments — approximately $50 million per year, which will be available for reinvestment. 
year. 


Accomplishments 


Access to Capital remains central to economic development in Atlantic Canada where 

access to commercial financing is relatively more difficult than in the rest of the country. 

In the past ten years, the chartered banks have closed 16% of their branch network in the 
14 

region 


The Business Development Program (BDP) is the principal instrument used by the 
Agency to provide support for the higher risks of doing business in Atlantic Canada. 
Since its inception in 1995, the BDP has been associated with the start up of over 800 
new businesses in Atlantic Canada, principally in rural areas.” During the 2002-2003 
fiscal year, 553 SMEs received assistance under the BDP for a total of $82.6 million in 
authorized assistance. 


'* CFO Sustainability Group, The Changing Banking Environment in Atlantic Canada and Effects on the 
SME Market & the Economy in General, November 2002. 
'S ACOA, Evaluation of ACOA’s Business Development Program, February 2003. 
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The recent evaluation of the BDP found that the program’s $814-million investment, 
almost three-fourths of which has been direct assistance to SMEs, has had a major impact 
on SME performance and the Atlantic economy overall. The findings include: 


e Between 1994 and 1998, employment growth in BDP-assisted firms across all 
industries grew almost four-times faster (62.9%) than for unassisted firms 
(16.2%); 

e For the same period, the percentage change in payroll for BDP-assisted firms was 
more than six-times that of unassisted firms (10.6%); and 

e 69% of BDP-assisted firms were still in business after three years, double the 
success rate of unassisted firms. 


The evaluation may be found on ACOA’s Web site at 
http://www.acoa-apeca.gc.ca/e/library/audit/busdevprog.shtml 
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Strategic Outcome 2° 
Economic opportunities for Atlantic Canada a througt cone economic 
development. oe oe : 


Support to rural communities in developing and implementing strategic 
and operational plans to create self-sustaining economically viable 
communities. 


Supported under ACOA’s strategic priority: Community Economic 
or (CED) . — 


Planned Results (Targets) | | ne 


Increased use of integrated community On track. 
planning. 


Increased opportunities for economic On track. 
development through the Strategic Community 
Investment Fund. 


400 loans per year to young entrepreneurs 96% of target achieved. 
through Seed Capital ConneXion Program for 


Young Entrepreneurs. 


Accomplishments 


Community Economic Development is a central component of the federal government’s 
regional development strategy. In Atlantic Canada, ACOA is responsible for its delivery. 
The Agency works with regional and local partners to build community capacity to plan 
and implement self-sustaining viable opportunities for economic development. Through 
these efforts, the Agency is working to support viable rural communities and to help them 
realize the full benefit of economic development opportunities. 


The Agency continues to work in partnership with 52 regional economic development 
organizations throughout Atlantic Canada, 46 of which are located in rural areas of 
Atlantic Canada. Funding of $6 million to $7 million is provided each year. 


These organizations, as private sector not-for-profit corporations reporting to a local 
board, are responsible for the development and implementation of co-ordinated strategic 
and operational plans for the specific area of the province covered by their mandate. 
Examples of the progress made in the last year are: 


e In New Brunswick, the transition from Regional Economic Development 
Commissions to Community Economic Development Commissions was 
completed and a three-year strategic planning process was implemented in all 15 
agencies (to guide sectoral and community economic development). 
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e 35 Community Economic Development orientation sessions were delivered to 
CED staff, board members, advisory forum members and partners in 
New Brunswick. 


e In Newfoundland and Labrador, ACOA partnered with the Federation of 
Municipalities to identify future roles of municipalities in community economic 
development. The contractual arrangements with the 20 Regional Economic 
Development Boards (REDB) in Newfoundland and Labrador call for a greater 
degree of accountability and a more strategic focus on the part of the REDBs. 


The Strategic Community Investment Fund (SCIF) was announced in June 2001 as a 
five-year, $135-million program designed to support strategic initiatives that will help 
communities strengthen their economic base. 


The initiative focusses on rural communities to 
help them adopt new technologies, improve _AUUL- LV ACH 
their industrial competitiveness, and develop 116 projects approved 
selective infrastructure identified as being $43 million in ACOA contributions 
critical to their economic development. The SRE OI cL SRI ey 
projects have broad community support and may include activities such as business 
development or workforce and skills development. 


SCIF engages proponents such as community leaders, regional development 
organizations and boards of trade to engage in discussions and develop applications for 
the program. Eligible recipients include non-commercial/not-for-profit organizations such 
as municipalities, business or technology institutes, industry associations, economic 
development associations, universities, educational institutions, local co-operatives or 
other business entities. 


Throughout Atlantic Canada, ACOA continues 
to provide loans to young entrepreneurs 
through its Seed Capital ConneXion Program 
for Young Entrepreneurs. To ensure the 


| Capital ConneXion 
ung Entrepreneurs "2 


issued 382 loans 


greatest possible rural access, the program is provided $3.8 million in assistance 
delivered by the 41 Community Business $7.6 million additional leveraging 
Development Corporations (CBDCs) and six achieved 


other delivery agents in urban areas. 


In the last five years, over 2,000 loans were issued, providing $21.8 million in assistance 
to young entrepreneurs. About 80% of the loans were issued in rural areas. More 
information on this program is available on ACOA’s Web site at 


http://www.acoa-apeca.gc.ca/e/library/reports/seed.shtml. 


'® These data are based on quarterly reports delivery agents provide to ACOA that include information on 
their investment activity. 
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b) Communities’ self-development and alternate employment in areas affected by 
the closure of the Atlantic groundfish fishery - Canada Fisheries Adjustment 
and Rescun nee PEON Ge ca 


Planned Results (T eS) 


Increased community leadeetin | in areas related On track. 
to economic development. 


Sustainable SME and job creation in areas other Under the Economic Development Component 
than the traditional fish harvesting and of CFAR, ACOA expended $88.5 million in 
processing occupations. support of closure of the Atlantic groundfish 


fishery. 


Accomplishments 


In response to the closure of the Atlantic groundfish fishery, the Canadian Fisheries 
Adjustment and Restructuring initiative was implemented in 1999. The initiative was 
designed to respond to the needs of small-scale, rural businesses and to assist rural 
communities in becoming more self-reliant by diversifying and expanding their 
economies. Through the initiative, $88.5 million has been invested. 


c) Expanded access to government business services (financing, counselling 
and information). 
Supported under ACOA’s strategic priority: Community Economic 8 
Development . — 


Planned Results (Targets) _ © ae - - 


Increased number of government On track. 
services/programs accessible at the local level. 


Accomplishments 


ACOA's primary tool for ensuring access to business information is the network of 
Canada Business Service Centres (CBSCs). The mission of the Centres is to provide 
information and referrals to businesses and individuals who are thinking of starting a 
business. More information on CBSC’s and results of a recent evaluation may be found 
in Annex A (see also the Web site at http://www.cbsc.org/). 
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Approximately 40,000 clients are momen: Mina 
served by the Atlantic CBSCs CBSC Enquiries 
every year.!’ Client survey results 
indicate that 70% of clients find 
what they are looking for. In the 
last two years, interaction with 
clients increased significantly by 
68%. The preferred mode of 
accessing services has been by 
phone and in-person. Currently, 
almost 92% of clients are accessing information through the Internet. 


Thousands 


98-99 99-00 00-01 01-02 02-03 


More examples of how ACOA continues to expand access to government business 
services are: 


e In 2002-2003 implementation of the Aboriginal Business Service Network (ABSN) 
was completed. An ABSN Working Committee, comprised of ACOA and CBSC 
representation as well as Aboriginal representatives from the Mi’kmag, Maliseet, 
Innu, Inuit and Métis communities of all four Atlantic provinces, was created under 
ACOA’s leadership to oversee the implementation of the ABSN. The plan called for 
the establishment of 41 ABSN sites in Atlantic Canada, covering 31 reserves, six 
Innu, Inuit and Métis communities in Labrador, and four Native Friendship Centres 
(one in each province - to serve off-reserve Aboriginals). An additional site 
(Ulnooweg Development Group Inc. - Atlantic Canada’s only Aboriginal Capital 
Corporation) was added later. 


e ABSN sites were provided with a small business library, a public access computer 
and related peripheral equipment, computer training and training on CBSC’s general 
and Aboriginal specific information holdings. The ABSN allows First Nations to 
"piggyback" on CBSC resources to access a wealth of business-related information 
that is both generic in nature and specific to the needs of the Aboriginal community. 


e CBSC in New Brunswick, provided 19 “Talk to Us” orientation sessions to partner 
organizations. “Talk to Us” is an interactive tool that allows CBSCs to help clients 
surf the Internet more effectively. In addition, 41 information sessions were provided 
to client groups, partners and stakeholders to explain ACOA and CBSC programs and 
SETVICeS. 


e Enterprise Cape Breton Corporation and the Eskasoni First Nation sponsored the 
inaugural First Nation Youth Business Summit, in June 2003, at Sydney and 
Eskasoni. Over 275 Aboriginal youth, chaperones and economic development 
officers from across Nova Scotia attended. The summit had a very impressive array 
of local, national and international speakers, presenters and role models concentrating 
on three themes, Arts and Culture, Multi-media and Animation, and Careers. 


'? Goss Gilroy Inc., Evaluation of the Atlantic Canada Business Service Centres, October 2002. 
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d) Increased number of loans and resultant jobs created and maintained in 
rural areas as a result of SME counselling and financing services by 
Community Business Development Corporations. 


Supported under ACOA’s — pony. Community Economic 
Development _ oe : 


Planned Results (Targets) | : Results 


1,100 loans per year to help create or maintain Target exceeded; 1,251 loans approved. 
approximately 2,600 jobs in rural areas. 


Approximately 10,000 enquiries/information Target exceeded; approximately 10,260 
requests and counseling sessions per year. enquiries. 


Accomplishments 


2001-2002 CBDC Activity: 
e $1,251 loans 


e $39.8 million in support of business establishments 
and expansions 


The dynamic nature of the 
demand for business capital in 
Atlantic Canada has resulted in 
ongoing changes in 
community needs. To ensure 
CBDC investment funds 

are flexible enough to meet 
needs whenever they occur, ACOA supported the creation of the Atlantic Canada 
Community Business Investment Fund (ACCBIF) to provide a central banking function 
for the CBDCs’ investment fund. The partnership is between ACOA and the Atlantic 
Association of CBDCs. ACOA contributed $14.1 million to ACCBIF and the Atlantic 
CBDCs provided an additional $1.5 million. As of March 2003, ACCBIF had 


outstanding loans with 16 CBDCs in the amount of $11.6 million. 


e 3,195 jobs will be created or maintained through 
these loans'® 


An evaluation on the impact of the CBDCs in assisting | ,santic CBDCs have a 
communities in Atlantic Canada to develop their positive impact on their 
economies and support the growth of small businesses clients and communities. 
was completed in 2003.'” Overall, the findings of the , a 
report are positive and they include the following: 
e There remains a strong need in rural communities for access to capital and 
business advice; and 
e Loans and support provided by CBDCs have a strong impact on creating and 
maintaining jobs, increasing incomes and helping to diversify the local economy. 


'§ Data are based on quarterly reports other CBDCs provide to ACOA that include information on their 
investment and anticipated job activity. 

'? Goss Gilroy Inc., Evaluation of the Community Futures Program as Delivered Through the Atlantic 
Community Business Development Corporation, May 2003. 
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The evaluation also identified a number of concerns to be addressed to enhance the 
effectiveness of the partnership with the CBDCs in serving clients and communities. An 
action plan to address these issues will be developed and implemented. 
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Strategic Outcome 3 


Adequate policies and programs to support and promote growth i in nthe : 
Atlantic economy. 


a) Co-ordinated action by key stakeholders on a contemporary policy 
framework for economic development resulting in productivity growth 
and improved competitiveness 
Supported by ACOA’s oF peas roy Amory and Co. 
ordination 


Planned Results (Tareets) hee 


A sound basis for co-ordinated action by key 
economic stakeholders in Atlantic Canada. 


Ongoing. 


Credible rationale for a regional economic Ongoing. For example, the Innovation in 

development strategy. Atlantic Canada study provides support for 
many of the Government of Canada’s 
initiatives currently in place to promote 
innovation. The study also proposes a model 
for integrating the components of the region’s 

innovation system. 


Information and analysis required to Ongoing, For example, ACOA commissioned 

strategically seek out regional opportunities. the study, Voisey’s Bay: Downstream 
Opportunities for Nickel Processing in 
Labrador, which proved to be an excellent 

reference. 


Accomplishments 


The policy function centres on improving the understanding of regional issues and 
providing a basis for decision making. It performs this role by means of research, 
ongoing analysis of issues and trends, and the co-ordination of events such as roundtables 
and conferences that engage other parties and stakeholders. 


The Agency’s policy research efforts involve public and private sector partners and key 
stakeholders from across Atlantic Canada and outside the region. Examples of studies 
and reviews completed in 2002-2003 are: 


e Innovation in Atlantic Canada - March 2003 
In partnership with the Canadian Institute for Research on Regional Development, 
this study illustrates the importance of innovation in Atlantic Canada and the 
relatively good performance of industries in the region. It proposes a model for 
integrating the various components of the innovation system in the region. 
The report is available at ACOA’s Web site at 


http://www.acoa-apeca.gc.ca/e/library/reports/iiac.shtml. 
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e The Atlantic Micro-Credit - Socio-Economic Impact Study — December 2002. 
The purpose of this study was to measure the collective impact of the four largest 
and longest lasting micro-enterprise development programs offering credit in 
Atlantic Canada. The report is available at 


http://www.acoa-apeca.gc.ca/e/library/reports/microcredit/microcredit.shtml. 


e A pan-Atlantic study of the research and economic opportunities in the Intelligent 
Transportation Systems (ITS) industry was completed. The study outlines current 
strengths and future possibilities in the growing ITS market in North America. 


Other Activities in 2002-2003 


With respect to the Newfoundland and Labrador offshore oil industry and Voisey’s 
Bay, ACOA: 

© undertook initiatives to acquire information and analysis required to 
strategically seek regional opportunities associated with offshore gas and 
downstream nickel processing; 

© completed the opportunity identification study of compressed natural gas 
R&D and fabrication; 

o worked with the provincial government and Inco/Voisey’s Bay Nickel 
Corporation (VBNC) to position local companies to take full advantage of 
the opportunities associated with the Voisey’s Bay mine and future 
processing facility to be located in Argentia; 

o provided advocacy in support of moving the Voisey’s Bay project forward 
and undertook the lead federal co-ordination role for the Voisey’s Bay 
Interdepartmental Coordinating Committee; and 

© provided co-ordination in support of Aboriginal economic development 
associated with the Voisey’s Bay project. During the year, ACOA officers 
attended 11 supplier development sessions sponsored by Inco/VBNC, and 
have contacted over 300 local companies, encouraging them to register in 
VBNC’s supplier database. Over 50 of these had registered as a result of 
these efforts and more have registered since the sessions were held. 


Completed a study of the impact of tourism in Red Bay, Labrador, (Parks Canada’s 
whale interpretation facilities) and completed a survey of Newfoundland and 
Labrador’s convention attendees to determine the incidence of return visitation by 
convention visitors. In New Brunswick, ACOA prepared a strategic development 
plan for the Association touristique de la Péninsule acadienne and developed a 
strategy with the Miramichi River Valley Tourism Association for the region of 
Boiestown-Renous. 


Spearheaded advocacy associated with the establishment of The Institute for 
Bioresource Innovation, which will become the cornerstone of an Atlantic Canada 
knowledge-based bioresources cluster, in Prince Edward Island. The Institute will 
contribute to the discovery, development and commercialization of high-value 
bioactive compounds for human and animal health and nutrition, derived from a 
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diversity of renewable bioresources and based on sustainable development concepts. 
Together with the National Research Council of Canada, the Province of 

Prince Edward Island and the University of Prince Edward Island, work proceeded on 
a financing package based on a final design concept and a formal business plan. 


e Together with Industry Canada, ACOA undertook a joint Innovation Engagement 
Process, in which an Innovation and Learning Summit was held in Prince Edward 
Island in May 2002. The key recommendation to emerge from this community-based 
summit process was the establishment and development of a bioresource cluster in the 
province. 


e Undertook research activities in support of opportunity identification including: 


© acompetitiveness assessment of Nova Scotia’s small and medium-sized 
enterprises (SMEs), to examine their competitiveness and innovation 
approaches in key export sectors and to assess the implications for regional 
development policy; and 


o identification of the export needs and challenges facing Nova Scotia’s small 
and medium-sized enterprises developing and expanding exports. 


e Established a working group involving ACOA, the New Brunswick Department of 
Agriculture, Fisheries and Aquaculture and Fisheries and Oceans Canada to monitor 
initiatives and issues that relate to the development of the aquaculture industry. In 
partnership with the Province of New Brunswick and the New Brunswick 
Professional Shellfish Growers’ Association, a study of shellfish markets was 
initiated. 


e Participated with the Province of New Brunswick on an innovation study. Other 
research underway or completed for New Brunswick includes: a study examining 
R&D opportunities for the environmental industries, a study of the Opportunities for 
transporting compressed natural gas to remote markets in New Brunswick, and the 
development of an interview document to be used in the Restigouche-Chaleur region 
for establishing priorities for SME development. 
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b) A stronger positive impact on economic growth in Atlantic Canada as a 
result of federal policies and 
Supported by ACOA’s Strategic priority: Policy, Advocacy and Co- 
ordination 


‘Planned Results (Targets) Results 


Alignment between national policies and Ongoing. 
programs and regional development 
circumstances 


Improved access to federal contracts for Ongoing. 
Atlantic firms to build the industrial capacity of 
the region 


Secured significant industrial and regional Ongoing. Examples: 136 individuals received 
benefits for Atlantic firms on major defence procurement-related presentation; a Canadian 
procurement Forces Base Gagetown Day was held to 
introduce potential suppliers to the 
procurement process; negotiated a two-year 
aerospace-defence-security-Canadian Space 
Agency joint work plan with Business 
New Brunswick; established the 
New Brunswick Aerospace and Defence 
Association. 


Incorporation of Atlantic Canada’s interests in Ongoing. 
respect of national policies, programs and 
issues and procurement 


Accomplishments 


e Completed work on securing duty remission for Husky’s White Rose offshore oil 
project entailing close co-operation with the federal Departments of Finance, Industry 
Canada and Natural Resources Canada. 


e Co-chaired a federal/provincial Newfoundland and Labrador Natural Gas Benefits 
Committee involved in natural gas development initiatives and research. 


e Together with the New Brunswick Salmon Growers’ Association, Department of 
Fisheries and Oceans (DFO) and the Department of Agriculture Fisheries and 
Aquaculture (DAFA) participated in a two-day forum on a draft five-year 
development strategy for the salmon aquaculture industry. 


e Organized an aquaculture tour for representatives of ACOA, DFO and Agriculture 


and Agri-Food Canada (AAFC). Organized and prepared briefing materials on the 
New Brunswick perspective for an NRC/ACOA visit of Noranda. 
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e Participated on a federal/provincial interdepartmental Innovation Team, established to 
lead a co-ordinated approach to innovation in Nova Scotia and develop an innovation 
action plan for the province. 


e Undertook a study of defence/aerospace procurement opportunities for Nova Scotia 
firms. This research also included an assessment of Nova Scotia firms’ capabilities. 


e Undertook a series of policy forums with Dalhousie University and the Province of 
Nova Scotia, including sessions on changing demographics and the role of 
government in a digital economy. 
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Corporate Administration 


To ensure that ACOA’s resources are efficiently and effectively managed 
and that administrative systems and services are in place to support 
management decision-making, accountability and operational control. 


Planned Results (Targets) 


Results 


e Information on the effectiveness of On track. Evaluations of the BDP, CBSCs and 
ACOA’s programs and services. CBDCs completed. 


e Continued awareness and On track. Corporate Research Associates 
understanding of ACOA’s rationale, survey shows that awareness of ACOA among 
programs and services among both the the general public is nearly double that of five 
general public and the Agency’s key years ago. 

stakeholders. 


e Progress toward equitable Target exceeded in all areas. 
representation for all four target 
groups (Aboriginals, persons with 
disabilities, women, and visible 
minorities) in line with external 

availability throughout the Agency. 


e Increased quality and availability of On track. Enhanced the use of documented 
corporate information, completion of a business rules in the program management 
fully integrated program management  5Sfe™. Augmented the quality of corporate 
and finance reporting system, and information available to staff and the general 
continuation of the information quality P¥blic by creating a standardized reporting 
initiative . environment. Completed design and 

implementation of the program management 

System. 


Accomplishments 


The Agency is committed to hiring employees representative of the population it serves, 


and concrete efforts have been made in this regard: 


A workforce that is 


: : er : Ay result- driven, 
e Five commerce officer positions were filled by members of visible valuschased. 


minorities. The Agency workforce representation for visible representative, and 


minorities is now approximately at par with external availability (1.8% 
internally, compared with an external availability of 1.9%). 
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best serves the needs 
of Atlantic Canadians. 


e During the past year, 83% of the promotions and acting assignments at ACOA were 
given to women, compared with 70% in fiscal year 2001-2002. The proportion of 
women executives at ACOA also increased from 7% in 2000 to 38% in 2003. 


e Persons with disabilities represent 3.7% of ACOA’s workforce, exceeding the 
Atlantic external availability of 3.3%. 


e Aboriginal workers comprise 2% and are proportionately more than twice the number 
of Aboriginals who are available to work in the Atlantic region. 


Recognizing that a sustainable and effective workforce is essential to discharging its 
mandate, the Agency conducted numerous activities in recent years aimed at creating a 
workplace of choice that brings out the best in its employees. Results of an employee 
survey indicate that these efforts have paid off. More than 94% of ACOA employees 
were affirmative when asked if their organization was a good place to work, the highest 
percentage anywhere in the Public Service. As well, 99% of the employees agreed they 
were strongly committed to making their organization successful. (Source: 


http://publiservice.survey-sondage.gc.ca/2002/menu-e.html). 


Expenditure Management and Planning provides assurance that resource allocation is 
consistent with government priorities and the fiscal framework. Resources are analyzed 
on a program, responsibility and regional basis and resource 
management is integrated with executive committee 
decision-making and priority-setting processes. The integrity of 
financial reporting to parliamentarians and Atlantic Canadians has 
improved with the first publication of the 2002-2003 financial 
statements and availability of the Agency’s Repayable Contribution 
report on its Web site. Additional information can be found at the 


following Web sites: http://www.acoa-apeca.gc.ca/e/about/index.shtml is 
and http://www.acoa-apeca.gc.ca/e/financial/repayable/index.shtml. 


Agency resource 
allocation is 
consistent with 
government 
priorities and the 
fiscal framework. 


The overall Agency management capacity was assessed to be 


"Good Management Practices." The Agency was rated strongly Sper se i . 
nae he a ec sian ace ites at focus on results an 
in “Clear Accountability and Rigorous Stewardship.” Specific } Vanes, ae 
areas where ACOA has established "Good Management financial and 
Practices" include “Strategic Leadership,” “Motivated People” een ee ne . 

vas ante P 5 information for planning 
and Values and Ethics”. Executive Committee approved the arinenorine ends 
Capacity Assessment Report outlining 10 priority areas where risk responsibly, and 
opportunities for improvement could be addressed. Executive provide appropriate 


systems of control. 


Committee members were assigned responsibility for developing 
and implementing action plans for each priority area including an ===" 
Integrated Risk Management Framework. Co-ordination with other ongoing management 
improvement initiatives was also integrated in the approved Corporate Action Plan. The 
Agency Code of Professionalism, which covers values and ethics, was updated and re- 
issued to all staff. Senior management is committed to implementing modern 
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comptrollership practices within ACOA, referred to as the Modern Business Management 
Initiative, which is a continuum of management improvement and supports better 
services to Atlantic Canadians. Additional information can be found at the following 


Web site: http://www.acoa-apeca.gc.ca/e/library/reports/MOBMI. shtml 


The Agency is committed to ensuring direct, on-line access to its information and 
services. As such, the “on-line delivery of programs” has been identified under 
Government on-line (GOL) as the Agency’s priority key service. Under this initiative, a 
second round of the on-line applications for proposals under the Atlantic Investment 
Partnership program was developed in partnership with the Treasury Board’s Public Key 
Infrastructure Secretariat, Government Telecommunications and Informatics Services and 
Entrust TruePass. 


The Agency continues to expand the availability of corporate information through the 
Client Relationship Management System. Additional modules built during the past 12 
months continue to focus on the entire client as opposed to discrete project information, 
thus providing account managers with a better picture of client interactions with the 
Agency. The system contains business intelligence that safeguards the quality of 
management information as it assists staff in completing the operational processes in their 
day-to-day work. 


ACOA communications research conducted by Corporate Research Associates (CRA) in 
2002 shows that the ACOA name is widely recognized across the region by the general 
public (7 in 10 Atlantic Canadians are aware of ACOA), and even more so by businesses 
and key economic development stakeholders. The CRA survey found that ACOA is 
regarded by businesses as the single, most-important Government body in helping to 
improve the regional economy. Furthermore, the survey showed that awareness of ACOA 
among the general public is nearly double that of five years ago (compared with 1997 
ACOA Baseline Communications Research conducted by CRA). 
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Business Development Program Repayable Contributions Portfolio 


Under the Business Development Program (BDP), ACOA provides interest-free, 
unsecured loans to SMEs to help them start up, expand, improve productivity, develop 
new markets or undertake other growth-oriented activities. Commercial assistance is 
repayable over an average repayment term of five to seven years. From inception of the 
BDP in 1995 until March 2003, the Agency collected $163.2 million of repayable 
contributions. Annual collections have increased steadily with the growth of the portfolio, 
reaching $55.3 million in fiscal 2002-2003. The Agency generally collects approximately 
80% of annual forecasted repayments, about 15% ends up being rescheduled to future 
years, and about 5% will default and/or be written off. The collection of repayable 
contributions under BDP is expected to total at least $55 million in 2003-2004. 


The chart to the right gives a Repayable Contributions Portfolio BDP, 
picture of the BDP Repayable March 31, 2003 


Contributions Portfolio. Under 
this program, full repayment of 
commercial assistance has been 
in effect since 1995. The 
cumulative rate of defaulted 
contracts and write-offs since Expenditures Collected Defaulted Written off 
1995 is 13% ($78.1 million of a to date amounts contracts 

total $600.5 million). 
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Risk Mix 


All commercial clients are risk rated based on a five-tier gradation system. Accounts are 
reviewed regularly and the level and frequency of monitoring applied are adjusted in 
accordance with the risk rating. 


As of March 31, 2003, the risk mix of the BDP repayable portfolio (excluding 
conditionally repayable accounts where conditions were not yet met) was ranked as 
follows: 


$40.1 million 
$111.2 million 
$15.4 million 


rT 22 Secsnats pepe 
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ANNEX A 


1. Horizontal Initiatives 
a) Government of Canada’s Rural Policy 


ACOA has supported the Canadian Rural Partnership since its inception in 1998. 
ACOA’s participation has occurred through the Ottawa-based Interdepartmental Working 
Group and, at the regional level, through provincial Rural Teams that initially were made 
up of representatives of federal departments and agencies. ACOA has chaired the Rural 
Teams in Atlantic Canada and has contributed financial and human resources to the 
provision of secretariat services for the Atlantic team. Each team across Canada, 
including Atlantic Canada and the territories, contributes to a Team Canada approach 
aimed at building partnerships, networks and alliances to address key rural issues, yet 
each team has its individual character, composition and agenda of projects and activities. 


In the past year, the Rural Youth Migration: Exploring the Reality Behind the Myths — 
August 2002 discussion paper, an initiative of the Canadian Rural Partnership, was 
completed with the collaboration of ACOA, the Rural Secretariat, the Canada Economic 
Development Agency for Quebec Regions (CED-Q), the Federal Economic Development 
Initiative for Northern Ontario (FedNor), Western Economic Diversification Canada 
(WEDC), Human Resources Development Canada (HRDC), the Policy Research 
Secretariat (PRS) and Statistics Canada. This paper examines the reasons behind rural 
youth migration and attempts to devise strategies that would allow rural communities to 
maintain their youth populations. 


http://www.trural.gc.ca/researchreports/youth2002/cover_e.phtml 


Copies of the first and second phase reports and supporting documents for the second 

phase report, which includes the technical report, as well as the focus group report and 
case study report, can be obtained by contacting the ACOA Library by phone at (506) 
851-3201. 


Local involvement has been a cornerstone of ACOA’s community-based economic 
development strategy. The 41 Community Business Development Corporations 
(CBDCs), community controlled non-profit organizations located across Atlantic Canada, 
have been effective delivery partners in the provision of business capital and counselling 
to rural communities throughout Atlantic Canada. From April 1, 1995 to March 31, 
2003, the CBDCs issued 9,651 loans totalling $259 million to business in their 
communities, which levered an additional $253 million in private sector investment 
financing. To ensure the greatest possible rural access to this program, ACOA has 
contracted the CBDCs to act as the primary delivery agent for the Agency’s Seed Capital 
ConneXion Program for Young Entrepreneurs. As a result, about 80% of the 2,147 loans 
issued during the last five years, totalling $21.7 million, have been made to young 
entrepreneurs between the ages of 18 and 29 living in rural areas. 
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In addition, ACOA will invest $135 million over a five-year period for community 
economic development specifically targeted to rural development through the Strategic 
Community Investment Fund. Approximately 67% of Business Development Program 
(BDP) investments go toward assisting rural businesses or economic development 
organizations. 


ACOA works with regional and local partners to build community capacity to plan and 
implement self-sustaining viable opportunities for economic development. Through these 
efforts, the Agency is working to support viable rural communities and to help them 
realize the full benefit of economic development opportunities. The Agency continues to 
work in partnership with 52 Regional Economic Development Organizations throughout 
Atlantic Canada, 46 of which are located in rural areas. The Canada Business Service 
Centres, located throughout the four Atlantic provinces, provide business-related 
information to many rural areas throughout the region. 


b) Infrastructure Canada 


The $2.05-billion Infrastructure Canada Program (ICP), was created in 2000 to enhance 
municipal infrastructure in urban and rural communities across the country, and to 
improved Canada’s quality of life through investments that protect the environment and 
support long-term economic growth. 


The Minister of Industry and Minister 
responsible for Infrastructure, supported by 
the new department, Infrastructure Canada 
(http://www.infrastructurecanada.gc.ca), has 
been assigned responsibility for the overall 
management of this contribution program 

In most cases, the Government of Canada is 
matching the provincial and territorial 
contributions, and generally providing up to 
one-third of the cost of infrastructure projects. The program’s first priority is green 
municipal infrastructure, i.e. projects that improve the quality of the environment and 
contribute to Canada’s goal of clean air and clean water. 


ICP Delivery Agents: 


Western Economic Diversification 

e Industry Canada 

e Canada Economic Development for 
Regions of Quebec 

e Atlantic Canada Opportunities Agency 

Indian and Northern Affairs 
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Activity to date: 


and Labrador 
Island _ 


54 34 14 = 
ee 


$183 [0 ee ee ae 
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ICP is an example of a horizontal initiative involving many federal partners. As part of a 
new reporting requirement for Departmental Performance Reports, significant horizontal 
initiatives”’ are being reported for the first time in a template completed by all partners 
and accessible on-line at http://www.tbs-sct.gc.ca. 


c) Organisation for Economic Co-operation and Development 
Territorial Review (OECD) 


The OECD, of which Canada is a member, is an international organization helping 
governments tackle the economic, social and governance challenges of a globalized 
economy. In 2002, the OECD released its Territorial Review of Canada. This project 
was undertaken at the request of the Government of Canada. Territorial Reviews 
conducted by the OECD cover social, economic, governance and environmental policies, 
along with urban and rural development. 


The findings of the Territorial Review of Canada show support for: 
e regional policy-making; 
¢ the federal government’s innovation and trade/investments agendas; 
* greater power and fiscal autonomy for cities and municipalities; and 


* a greater role for regional development agencies. 


For more information on the Territorial Review of Canada, please refer to the ACOA 


Web site at http://www.acoa.ca/e/library/reports/tReview.shtml 


d) Federal Councils and Policy Initiatives 


ACOA regional Vice-Presidents chair or play key co-ordinating roles in Regional Federal 
Councils in each province. These Councils bring together senior officials of federal 


= Significant horizontal initiatives are those that are key to the achievement of strategic outcomes, and/or 
involve a high level of risk, and/or represent a substantial investment of public resources. 
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departments and agencies. The Regional Federal Councils play an important role as an 
executive forum ensuring integrated and improved service delivery, communication with 
provincial governments and other federal departments on regional perspectives and 
federal initiatives and co-operation with other jurisdictions. Federal Councils work 
jointly with stakeholders on initiatives such as official languages, innovation, security, 
human resources management, homelessness, policy development, Government On-Line, 
regional economic development, science and environment and diversity in the work 
place. 


In Newfoundland and Labrador, the Policy Committee: 
e initiated research on immigration and the economic impacts of the forestry sector; 
and 
e conducted a Policy Training Session, aimed at building policy capacity. 


In Prince Edward Island, the Council: 

e co-ordinated a session for employees across departments to meet and share ideas 
on innovation. Additionally, Council continued work with both managers and the 
youth within the Public Service to hold forums and collaborate on ways to enrich 
the Public Service for the future; and 

e worked with all departments and agencies on the subject of Embracing Change, 
co-ordinating a forum on Diversity where best practices were shared among 
Managers and Senior Officials. 


In New Brunswick, the Council: 

e conducted extensive research and a report on the state of visible minorities that 
also addresses opportunities; and 

e examined ways to develop a horizontal approach to address the issues identified 
in the Miramichi Bay Panel Report. A Forum called Building our Common 
Future: Reconnecting and Growing our Community was held with over 125 
participants from many communities and all sectors represented. The forum was 
effective in re-establishing dialogue between the Aboriginal and non-Aboriginal 
communities and in engaging the communities for future action. Follow-up is 
taking place to establish a regional committee to oversee implementation of 
recommendations from the Forum and to hire a resource person to support the 
regional committee’s work. 


In Nova Scotia, the Council: 

e sponsored an Atlantic workshop on Risk Management versus the Precautionary 
Approach. Case Studies were presented on “Invasive Species: the Brown Spruce 
Longhorn Beetle’, “Naval sonar versus the effects on marine mammals” and “The 
Current oyster parasite crisis in Atlantic Canada’; and 

e undertook an eight-department seminar series on Social and Economic Inclusion 
(SEI) that resulted in two projects - an SEI protocol to record the commitment of 
departments and an external SEI Learning Network proposal that was developed 
for implementation in the coming year. 
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e) Canada Business Service Centres 
Background 


The network of Canada Business Service Centres (CBSCs) was established to improve 
service to small business and start-up entrepreneurs by providing a comprehensive first 
stop for information on government services, programs and compliance requirements for 
both federal and provincial governments. In addition, the CBSCs provide a wide range of 
information resources to support sound business planning and the expansion of new 
markets for Canadian goods and services, both domestic and foreign. Their mandate is 
to serve as the primary source of timely and accurate business-related information and 
referrals on federal, provincial-territorial programs, services and regulations, without 
charge, in all regions of the country. 


In Atlantic Canada, the network includes a Centre in each provincial capital and 100 
regional access sites located across the Atlantic, including 41 Aboriginal Business 
Service Network (ABSN) sites. These regional access sites are staffed by partner 
organizations and have access to CBSC resources. Partner organizations include 
provincial and federal government departments, Community Business Development 
Corporations, private sector organizations and Aboriginal communities. These 
partnerships contribute to increasing the reach of CBSCs and increasing local access. 


More details on the ABSN and the CBSCs may be found on page 37 of this report and 
their Web sites at http://www.cbsc.org/absn/ and http://www.cbsc.org/. 


ACOA’s Role 


The Centres are managed on behalf of the federal government by the Atlantic Canada 

Opportunities Agency, Western Economic Diversification Canada, Industry Canada and 

Canada Economic Development for Quebec Regions using a horizontal team/committee 

known as the AManaging Partner@. As one of the four federal leads, ACOA is 

accountable for the: 

e management of CBSC funds; 

e application of existing policies affecting federal service delivery; 

e implementation and maintenance of the network of regional access partners in 
Atlantic Canada; and 

e development of positive working relationships with federal and provincial ministries. 


As a member of the CBSC Managing Partner Committee, which provides strategic 
directions and ensures uniform delivery of core CBSC services, ACOA also acts as one 
of the federal representatives on management committees established to co-manage the 
CBSCs and ensure that federal interests in the co-delivery of CBSC services are 
achieved. 
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Funding Arrangements 


ACOAss funding for the 2002-2003 fiscal year was $2.6 million for core CBSC 
operations. Operating costs are shared through a variety of collaborative arrangements 
with the Provinces and other on-site partners. 


Evaluation Results 


The latest evaluation report’ concluded that CBSCs have met their mandate 

requirements and contributed to the growth of the small business sector, self-employment 

and micro-business start-up. The evaluation found that the Centres contribute to quality 

and innovative service because their: 

e strong commitment to quality service with published service standards; 

e successful partnerships demonstrating that government and the private sector can 
work together on shared client service objectives; and 

e award winning use of information management practices and technology allowing the 
information resources of the CBSCs to be shared among many partners at marginal 
increases to operating costs. 


Some specific evaluation results are: 

e 989% of clients agreed that referral contact information was accurate. 

e 85% of respondents are either satisfied or very satisfied with the services overall. 
e 87% of enquiries were responded to within one business day. 


f) Canada/Atlantic Provinces COOPERATION Agreement on 
International Business Development 


The Canada/Atlantic Provinces COOPERATION 
Agreement on International Business Development 


(IBDA) is a seven-member partnership involving eet 

Hreettederaled Bi eatin osnadi Industry Canada 

three federal departments and four Atlantic Canadian Deparment of FovelentA ture and 
provincial governments. Overall, the IBDA provides International Trade 

a forum for the federal and provincial governments to Nova Scotia Business Inc. 

work together toward the common goal of increased Business New Brunswick 


economic performance in Atlantic Canada through PEI Business Development 
increased exports. The Agreement’s objectives are Newfoundland and Labrador 
to: Department of Trade, Technology 
sig and Rural Development 
e increase the number of exporters in Atlantic 
Canada; 
e help diversify the markets of current exporters; and 
e increase the overall value of export sales from the region. 


The objectives are met through the sponsorship of projects in the following areas: 
e Export Training and Awareness; 
e Market Information and Intelligence; 


*! Goss Gilroy Inc., Evaluation of the Atlantic Canada Business Service Centres, October 2002. 
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e International Business Development Activities; and 
e Planning and Research. 


Initially launched in 1994 to operate for three years with a budget of $3 million, the 
IBDA has twice been extended. The first extension, in 1997, was for three years and 
$3 million, and in 2000 for four years and $8 million. 


Managed by a committee comprised of the seven partners, the Agreement is administered 
by a Secretariat located at ACOA’s Head Office. The IBDA is cost-shared between 
ACOA (70%) and the four provincial governments (30%). ACOA acts as co-chair on the 
IBDA Committee along with a provincial member, which changes on a rotating basis. 


Since the Agreement’s inception, the Agency and its partners have administered over 140 
projects involving 2,500 Atlantic Canadian companies and totalling $12 million in 
funding. In particular, the IBDA has assisted: 

e 148 companies to begin exporting; 

e 224 exporters to increase their export sales; and 

e 151 exporters to expand their export markets. 


For further information on the IBDA, visit the Web site at 
http://www.acoa-apeca.gc.ca/e/ibda/index.shtm] 


Pa Government Themes and Management Issues 
a) Government On-Line (GOL) 


A key component to improve service delivery to Atlantic Canadians is ACOA’s 
commitment to the Government On-Line (GOL) strategy to deliver 
information, programs and services over the Internet. 


Improving the quality of interaction between Atlantic Canadians and 
the Agency enables its clients to request and receive information and 
services when and where it is most convenient for them. The use of 

on-line tools is an important part of this strategy. ACOA's vision for GOL can be found at 


http://www.acoa-apeca.gc.ca/e/about/gol.shtml. 


Identifying areas of collaboration on GOL initiatives continues through the Agency 
chairing of a Regional Development Agency committee comprised of Western Economic 
Diversification, Community Economic Development Quebec, FedNor, Enterprise 

Cape Breton Corporation and ACOA. The second phase of the "ACOA Project Summary 
Information Web Site" saw the expansion of the on-line application to include 
information on all ACOA-assisted projects 60 days after project funding is accepted. 
Using this application, the general public is able to create instant ad-hoc reports on 
ACOA funded projects without having to submit a request under the Access to 
Information Act. Direct link to this site is http://pub.acoa-apeca.gc.ca/atip. 
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b) ACOA’s Commitment to Service Quality 


The Agency continues to be a strong supporter of the Treasury Board approved, five-year 
citizen-centred service improvement initiative. Building upon the results of the first 
corporate client survey, initiated the previous fiscal year, the Agency has pursued several 
activities. 


As part of the leadership component, its ongoing commitment to continuous service 
improvement, and communication strategy, the Agency incorporated two key client 
service priorities in its Modern Business Management Initiative. The first priority 
continues the implementation of its Strategic Plan for Service Quality, while the second 
expands the business process improvement initiative to all mainline programs. 


The Agency completed a client satisfaction survey and established baseline figures for 
key performance indicators such as timeliness (67.4%), access (75.4%), overall 
satisfaction (83.6%) and meeting client expectations (81.5%), using the original 
Common Measuring Tool (CMT). The Agency has concentrated activities to better 
identify opportunities for system improvements for the delivery of its main business lines 
based on client/employee feedback. Some small changes in process have been 
implemented. For example, in response to complaints about not reaching Agency staff 
via telephone, voice mail was provided to all account managers in one office, and this 
appears to have improved staff-client interactions. Adjustments to staff assignments and 
responsibilities have made it simpler for clients to know who to contact. 


In order to contribute to the government’s objective of service improvement and the 
notion of a 10% overall client satisfaction improvement target, the Agency has examined 
the results of its first client satisfaction survey and is in the process of developing a 
service improvement plan that addresses the major concerns of our clients. The 
undertaking of a second client survey in the next fiscal year will assist the Agency to 
identify changes in client views as the Agency strives to improve their experiences. 


? Statsfacts Research Group, A Quantum Assessment of Client Expectations and Perceptions of ACOA’s 
Level of Service Delivery, December 2001. 
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c) Sustainable Development 


ACOA’s Sustainable Development Strategy has two established goals: promoting 
sustainable communities and businesses in Atlantic Canada, and setting an example in the 
environmental management of ACOA’s operations. 


: RESULTS | 


To encourage environmentally | 4COA’s SDS Web site was re-designed and includes more links 

responsible practices among to information on eco-efficiency, sources of funding, self- 

ACOA clients and stakeholders. | @55essment tools and tips, etc. The pilot eco-efficiency reviews 
in New Brunswick were completed, and work continues with the 
clients. Through the BDP (business support), ACOA assisted 
organizations to provide a series of lean manufacturing 
workshops around the Atlantic region. A generic eco-efficiency 
fact sheet has been distributed to all ACOA offices, CBSCs, 
CBDCs and CEDs. All letters of acknowledgement to 
applicants for ACOA programs include a fact sheet, attached to 
the letter. 


To explore opportunities for A draft ACOA policy on environmental industries has been 


environmental industries. developed. 
Five of the projects funded under Round I of Atlantic Innovation 


Fund have a link to the environment. Total funding amounted 
to $21.7 million toward a total investment of $44.1 million. 
Since its inception, ACOA has provided approximately $70 
million in support of environmental programs and technologies 
in the Atlantic provinces. 


To seek opportunities to In co-operation with Industry Canada and Environment 

collaborate with public and Canada, ACOA funded the production of a bilingual waste 

private organizations on management guide for entrepreneurs. 

common sustainable 

development goals and ACOA assisted the Office of Energy Efficiency (OEE) of 

objectives. Natural Resources Canada in launching its Industrial Energy 
Innovators Audit Incentive Service in Atlantic Canada through 
a joint information session to key clients and stakeholders. 


To increase awareness and Head Office and regional offices continue to operate an SDS 
understanding of what ACOA Committee, from which one-two representatives are members of 
employees and contracted the Agency Committee on Sustainable Development. 

resources can do to support the 

goal of sustainable Intranet site has been re-designed to provide more information. 
development. 

To make more efficient use of ACOA continues its double-sided printing and recycling 
resources. initiatives. 


More information on ACOA’s Sustainable Development Strategy is available at ACOA’s 
Web site at http://www.acoa-apeca.gc.ca/e/sustain/strat.shtml. 
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d) Modern Comptrollership 


ACOA continued its implementation of the government-wide Modern Comptrollership 
initiative, which focusses on the sound management of resources, effective decision- 
making and quality service to the public. Within the Agency, the initiative is referred to 
as the Modern Business Management Initiative. 


Committed to this continuum of management improvement, a comprehensive assessment 
of the Agency’s overall management capacity was undertaken by an outside agency”. 
The overall Agency ranking was 3.0, which represents "Good Management Practices." 
The findings also showed that ACOA is strong in "Clear Accountability” and "Rigorous 
Stewardship." Specific areas where ACOA has established "Good Management 
Practices" include "Strategic Leadership," "Motivated People" and "Values and Ethics." 
More information on this assessment may be found at 


http://www.acoa-apeca.gc.ca/e/library/reports/final_assessment_report.pdf 


The Executive Committee approved the Capacity Assessment Final Report, which 
outlined 10 priority areas where the Agency would focus its efforts to address 
opportunities for improvement identified during the Capacity Assessment process. 


ACOA is committed to improving its management practices and capacity in the following 
critical areas: 

e Integrating its planning processes and performance information; 

e Business process improvement and service quality; 

e Risk management; and 

e Enhancing the workplace and workforce. 


Executive Committee members were assigned responsibility for developing and 
implementing action plans for each priority area. The Agency’s Code of Professionalism, 
which covers values and ethics, was updated and re-issued to all staff. More information 


may be found at http://www.acoa-apeca.gc.ca/e/library/reports/MOBML shtml 
or at http://www.acoa-apeca.gc.ca/e/library/reports/mobmiPDFEnglish.pdf. 


e) Official Languages Act — Section 41 


ACOA’s support of the French linguistic minority community is evidenced by its 
membership on the National Committee of Section 41 Co-ordinators and on the National 
Committee for Canadian Francophonie Human Resources Development. The goals 
outlined in the Human Resources committee’s 2002-2007 Operational Strategic Plan are 
being supported by ACOA. 


ACOA is implementing a $10-million regional partnership agreement with the 
Department of Canadian Heritage called the Atlantic Canada Cultural and Economic 
Partnership. The Partnership is intended to stimulate economic development in the 


* Deloitte & Touche, Modern Business Management Initiative, Comptrollership Capacity Assessment 
Final Report, May 2002 
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cultural sector and serves to celebrate the history and cultural diversity of Atlantic 
Canada, primarily with respect to the 400" anniversary of |’ Acadie in 2004. 


In Nova Scotia, during 2002—2003, ACOA assisted in over 10 initiatives intended to 
improve the ability of Francophone businesses, educational institutions and economic 
development organizations to take advantage of tourism opportunities arising from the 
2004 Acadian World Congress and beyond. The Agency promotes Acadian 
entrepreneurship and skills development through core financial assistance to the Centre 
Jodrey at the Université Sainte-Anne-Collége de l'Acadie, one of five Agency-supported 
Nova Scotia University Business Development Service Centres. ACOA also facilitates 
economic development in the province’s Acadian regions by providing core-operating 
support to the Conseil de développement économique de la Nouvelle-Ecosse. Enterprise 
Cape Breton Corporation, through the BDP, the SCIF and the Interdepartmental 
Partnership with Official Language Communities (IPOLC) with Canadian Heritage, has 
invested over $900,000 in support of Francophone communities. 


On Prince Edward Island, ACOA awarded almost $700,000 in support of nine 
Francophone cultural activities. ACOA also signed a Memorandum of Understanding 
between the Prince Edward Island Francophone Community and other federal and 
provincial departments, thus confirming the commitment to work together to ensure that 
policies, programs and services are co-ordinated to support the development of the 
province’s Acadian and Francophone community. 


In Newfoundland and Labrador, ACOA continues to assist with economic diversification 
projects for Francophones. These include the promotion of the French Ancestors Route, 
the development and implementation of a plan for a Francophone Heritage Touring route 
along the Avalon Peninsula, and the development and implementation of a proposal by 
the Federation des Francophones de Terre-Neuve et Labrador and the Société 2004 
Society to plan and carry out activities specific to the Francophone celebrations of 2004. 


In New Brunswick, ACOA invested in more than 75 projects involving the French 
minority official language community. By the means of the IPOLC, nine projects 
received an approval for financing in 2002-2003 for a total of over $1 million dollars. 
The Agency also supported several other initiatives and activities in the French-speaking 
communities of the province. 


f) Audit and Evaluation 


Audit and evaluation play an important role in carrying out ACOA’s mission. Assessing 
various aspects of Agency program performance (efficiency, effectiveness and 
responsiveness) allows managers and staff to identify means of improving that 
performance. 


The primary goal of ACOA’s audit and evaluation function is to provide the Agency’s 


senior managers with timely, accurate, balanced and evidence-based information on the 
performance, relevance, cost-effectiveness and results achieved of key Agency policies, 
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programs and initiatives. This information is used by ACOA senior management to make 
strategic and operational decisions on improving the overall effectiveness of the 
Agency’s programming, and to account for results. Other goals include helping Agency 
managers improve program operations and performance, and disseminating audit and 
evaluation results to Agency staff, central agencies, Parliament and the public. 


Several evaluations of ACOA programs were recently completed, including an evaluation 
of the Agency’s core Business Development Program (BDP) and the Community Futures 
Program (CFP). 


Summaries of completed audit and evaluation reports are available at : 


http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 
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ANNEX B - Financial Information 


Overview 


The Agency's total authorities, consisting of Main Estimates and Supplementary 
Estimates voted by Parliament, were $454.2 million. Actual expenditures were $360.2 
million. The difference is primarily attributable to the authorized reprofiling of funding 
from 2002-2003 to subsequent years so as to provide funding for Atlantic Investment 
Partnership and Infrastructure Canada Programming, and to fund interdepartmental 
initiatives. 


Summary financial tables 


ACOA is required to produce the following financial tables for 2002-2003: 


‘Financial Table 1 Summary of Voted Appropriations 
Financial Table 2. Comparison of Total Planned Spending With Actual Expenditures 


Financial Table 3 _—_ Historical Comparison of Total Planned Spending with Actual 
Expenditures 


Financial Table 4 Crosswalk Between Strategic Outcomes and Business Lines 


Financial Table5 Non-respendable Revenue 


Financial Table 6 — Statutory Payments 
Financial Table 7 Transfer Payments 


Financial Table 8 Contingent Liabilities 


The purpose of these financial tables is to show: 

e expenditures planned at the start of the year, which match those shown in the 
2002-2003 Report on Plans and Priorities in the "Planned spending 2002-2003" 
column; 

e total authorities figures, which include those in the Main and Supplementary 
Estimates and other authorities, and correspond to those shown in the Public 
Accounts for 2002-2003; and 

e actual expenditures, which are consistent with those shown in the Public Accounts 
for 2002-2003. 
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Financial Table 1 
Summary of Voted Appropriations 


This table displays the way Parliament approved resources in the 2002-2003 Report on 
Plans and Priorities, and shows the changes in resources derived from supplementary 
estimates and other authorities, as well as how funds were spent. 


Financial Requirements by Authority ($millions) 
2002-2003 


Vote Planned Total 
Spending Authorities 


Atlantic Canada Opportunities Agency 
20 Operating expenditures 


os) Grants and Contributions 


(S) Liabilities in Atlantic Canada under the Small 
Business Loans Act 


(S) Liabilities in Atlantic Canada under the Canada 
Small Business Financing Act 


(S) Liabilities for loan or credit insurance pursuant to 
the Government organization Act, Atlantic 
Canada, 1987 


(S) | Contributions to employee benefit plans 6.9 8.1 


Total Agency 446.7 454.2 


Total authorities are main estimates, supplementary estimates, and other authorities. 


The $7.5 million increase in total authorities from planned spending is due to: 

e additional operating resources for the Atlantic Investment Partnership initiative; 

e compensation for salary increases arising from the renewal of collective agreements; 

e resources for various projects such as the Human Resource Information System, 
Regional Councils, the Comptrollership Modernization initiative, Joint Career Transition 
Committee; and 

e increases to statutory provisions for the Small Business Loans Act, the Canada Small 
Business Financing Act, and contributions to employee benefit plans. 


Total authorities include $92.0 million set aside for reprofiling to future years for 
Atlantic Investment Partnership and Infrastructure programming, as well as the net 
transfer of $2.0 million for the joint funding of interdepartmental initiatives. 
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Financial Table 2 


Comparison of Total Planned Spending with Actual Spending 


The information below illustrates how the Agency used the resources reported in the 2002-2003 Report on 
Plans and Priorities. The net cost of the program is shown by displaying expenditures and revenues 
together with costs of services provided by other government departments. 


Departmental Planned versus Actual Spending by Business Line for 2002-2003 


($millions) 


Business Lines Grants Subtotal: Statutory Total Grose Less: Total 
FTEs Operating and Gross Grants and Respendable Net 


Contributions Expenditures Contributions Expenditures Revenues Expenditures 
Development 
Planned 
Total authorities 
Actuals 
Corporate Administration 
Planned 
Total authorities 
Actuals 
Total 
Planned 
Total authorities 
Actuals 
Other Revenues and Expenditures 
Non-respendable Revenues 
Planned 
Total authorities 
Actuals 
Cost of Services Provided by Other Departments 
Planned 
Total authorities 
Actuals 
Net Cost of the Program 
Planned 
Total authorities 
Actuals 


Numbers in italics denote Total Authorities for 2002-2003 (main and supplementary estimates and other authorities). 
Numbers in bold denote actual expenditures/revenues in 2002-2003. 
Due to rounding, columns may not add to totals shown. 


Actual use of full-time equivalents (FTEs) is higher than planned due to increased workload under Atlantic 
Investment Partnership and Infrastructure Canada programs, and the Agency’s response to the Government 
of Canada horizontal priorities. 
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Financial Table 3 
Historical Comparison of Total Planned Spending with Actual Spending 


An historical perspective on the way resources were used is shown along with a graph 
illustrating the trend for actual results. 


Departmental Planned versus Actual Spending by Business Line ($millions) 


2002-2003 


Business Lines Actual Actual Planned Total 
2000-2001 2001-2002 Spending Authorities 


Development 266.8 298.3 426.2 430.5 336.5 


Actual 


Corporate Administration 16.1 19.7 20.5 23.7 23.7 


Total 282.9 318.0 446.7 454.2 360.2 


Total authorities are main estimates, supplementary estimates, and other authorities. Total authorities 
include $92.0 million reprofiled to future years and a $2.0 million net transfer for the joint funding of 
interdepartmental initiatives. 


Actual Spending 


$ millions 


ale 


1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 


The increased spending in 2002-2003 over 2001-2002 is attributable to the first full year in the 
implementation of the Atlantic Investment Partnership Initiative and additional requirements for 
the Infrastructure Canada and Business Development programs. 
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Financial Table 4 
Crosswalk between Strategic Outcomes and Business Lines 


The following table demonstrates the resource relationship between the 
Strategic Outcomes and Business Lines. Working toward a more integrated approach 
clearly provides focus on results and outcomes. 


2002-2003 Business Lines 


Corporate Total 
ee Development Administration 
Description 
($ millions) Planned Keitel Planned rer Planned Actral 
Spending Spending Spending 
Innovation 


Community Economic 
Development 


Entrepreneurship and 
Business Skills 
Development 


Trade 


Investment 


N 
e 
i) 
Qo 
ae) 
=) 
@) 
eo 
om 
oD 
Y 
— 
S 
fam 
tal 
MN 


Tourism 


Access to Capital and 
Information 


Policy Advocacy and 
Co-ordination 


Not Ascribed to a Strategic 
Outcome” 


Sub-Total 375.1 290.8 : 395.6 314.2 
Infrastructure Canada ‘ ; : 46.1 


Statutory Transfer Payments 


40.6 
Total Programming 446.7 360.2 


** As 2002-2003 represented a transition year, it was not possible to fully allocate Agency resources to 
Strategic Outcomes. 
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Financial Table 5 
Revenues 


The type of revenues collected is illustrated along with an historical perspective of actual 
revenues received. The graph below indicates the performance trend for collections. 


Revenues for the Development Business Line ($millions) 


2002-2003 


Type of Revenues Actual Actual Planned Total 


2000-2001 2001-2002 Revenues Authorities hasten 


Non-respendable Revenues 
Repayable Contributions 47.6 
Other 13.8 9.3 9.0 


Total Revenues 61.4 58.4 59.0 


Total authorities are main estimates, supplementary estimates, and other authorities. 


Revenue 
$ millions 


1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 


In fiscal year 2001-2002, the adoption of accrual accounting results in 
eleven rather than twelve calendar months of collections. 


The increase revenue in 2002-2003 over 2001-2002 is mostly due to the repayment of repayable 
contributions. Other revenues, which represent fees paid by borrowers approved under the Small 
Business Loans Act, the Canada Small Business Financing Act, and loan or credit insurance 
pursuant to the Government Organization Act, Atlantic Canada, 1987, are relatively stable. 
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Financial Table 6 

Statutory Payments 

Statutory payments made by the Agency for liabilities in Atlantic Canada under the Small 
Business Loans Act (SBLA), liabilities in Atlantic Canada under the Canada Small 


Business Financing Act, and liabilities for loan or credit insurance pursuant to the 
Government Organization Act, Atlantic Canada, 1987 are shown below. 


Statutory Payments by Business Line ($millions) 


2002-2003 


Business Lines Actual Actual Planned Total 
2000-2001 2001-2002 Spending Authorities 


Development 6.8 TS 5.0 5.4 5.4 


Actual 


Total Statutory Payments 6.8 ip) 5.0 5.4 5.4 


Total authorities are main estimates, supplementary estimates, and other authorities. 


Actual expenditures for 2002-2003 were lower than 2001-2002 owing mostly to reduce obligation 
under Small Business Loans Act. 
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Financial Table 7 
Transfer Payments 
Transfer payments refer to resources transferred to organizations and individuals and 


include expenditures made for both statutory appropriations and voted items for grants 
and contributions under Agency programming. 


Transfer Payments for the Development Business Line ($millions) 


2002-2003 


Business Lines Actual Actual Planned Total 
2000-2001 2001-2002 Spending Authorities 


Grants 3.7 1.9 2.0 2.0 2.0 


Actual 


Contributions 212.2 238.1 367.8 365.7 


Total Transfer Payments 215.9 240.0 369.8 367.7 


Total authorities are main estimates, supplementary estimates, and other authorities. 


Total authorities include $92.0 million reprofiled to future years for Atlantic Investment 
Partnership and Infrastructure programming, as well as the net transfer of $2.0 million for the 
joint funding of interdepartmental initiatives. 
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Financial Table 8 
Contingent Liabilities 


Contingent liabilities are future costs that can be disbursed by the Agency if events or 
decisions beyond its control occur. The table below shows the amount of contingent 
liabilities that could arise from Loan Guarantees and Litigations. 


Loans 

The amount for loan guarantees represents loans by financial institutions that have been 
guaranteed by the Agency. Where financial institutions claim amounts against the 
guarantee, the Agency has authority to charge these payments against a statutory 
authority. 


Claims, Pending and Threatened Litigation 
Amounts captured as Litigation are claims against the Agency for damages incurred from 


losses suffered by outside parties. 


Contingent Liabilities ($millions) 


Amount of Contingent Liability 


List of Contingent Liabilities March 31, March 31, Pah ienne 


2001 2002 March 31, 2003 
Loans 
Loan Guarantees 
Claims, Pending and Threatened Litigation 
Litigations : 10.2 
Non-litigations , 0.0 


Total : 14.7 


Total authorities are main estimates, supplementary estimates, and other authorities. 
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ANNEX C - Methodology for Estimating 
Economic Impact 


PROCESS 


Agency database and Statistics Canada 
data on investment patterns 


Statistics Canada tracking data on ACOA 
clients, program evaluations 


Statistics Canada data on relationships 
between jobs, sales, wages and salaries and 
value added by industrial sector 


: 


Statistics Canada data on business entry 
and exit; Agency data on project default 


rates 


Conference Board of Canada’s Atlantic 
Provinces Econometric Model — 
investment and sector value-added adjusted 
upward by incremental investment and 
value-added by sector adjusted for failure 
rate 


More information may be found on ACOA’s Web site: 
http://www.acoa-apeca.gc.ca/e/index.shtml 


Annex C 


Project level expenditures, ACOA-only 
and totals by province and industrial 
sector 


Expenditures broken down by 
construction investment, machinery 
and equipment and operating 


Incremental direct actual jobs created 


Incremental impact of projects on 
investment expenditures, sales, wages 
and salaries, exports and new SMEs) 


Incremental direct value added by 
industrial sector, by province 


Incremental value added by sector, by 
province adjusted for project failure 
rate 


Total impact including indirect and 
induced effects on GDP, employment 
and tax revenues 
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Index and Acronyms 
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Revenue Agency Canada 


Performance Report 


For the period ending 
March 31, 2003 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public 
monies. This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total 
government spending in Part I, the documents become increasingly more specific. Part II outlines spending according 
to departments, agencies and programs and contains the proposed wording of the conditions governing spending 
which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its 
programs primarily in terms of more strategically oriented planning and results information with a focus on 
outcomes. 


The Departmental Performance Report provides a focus on results-based accountability 
by reporting on accomplishments achieved against the performance expectations and results commitments as set out 
in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and 
resource allocation priorities. In combination with the subsequent reporting of financial results in the Public Accounts 


and of accomplishments achieved in Departmental Performance Reports, this material helps Parliament hold the 
government to account for the allocation and management of funds. 


©Minister of Public Works and Government Services Canada — 2003 
This document is available in multiple formats upon request. 


This document is available on the TBS Web site at the following 
address: www.tbs-sct.gc.ca. 


Available in Canada through your local bookseller or by mail from 
Canadian Government Publishing — PWGSC 
Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/10-2003 
ISBN 0-660-62358-7 
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Treasury Board of Canada Secretariat 
Departmental Performance Reports 2003 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians in the new millennium. In this vision, 
departments and agencies recognise that they exist to serve Canadians and that a “citizen focus” 
shapes all activities, programs and services. This vision commits the Government of Canada to 
manage its business by the highest public service values. Responsible spending means spending 
wisely on the things that matter to Canadians. And finally, this vision sets a clear focus on 
results — the impact and effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2003 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/02-03/guidance/gl-ld_e.asp). Based on these principles, 
an effective report provides a coherent and balanced picture of performance that is brief and to 
the point. It focuses on outcomes - benefits to Canadians and Canadian society - and describes 
the contribution the organisation has made toward those outcomes. It sets the department’s 
performance in context, associates performance with earlier commitments, explains any changes, 
and discusses risks and challenges faced by the organisation in delivering on these commitments. 
Achievements realised in partnership with other governmental and non-governmental 
organisations are also discussed. Supporting the need for responsible spending, it links resources 
to results. Finally, the report is credible because it substantiates the performance information 
with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle: 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 
http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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Canada Customs and 
Revenue Agency 


Performance Report 


For the period ending 
March 31, 2003 


The Honourable Elinor Caplan 
Minister of National Revenue 


This Performance Report is identical in content to the Canada Customs and Revenue Agency's 2002-2003 Annual Report. The 
Minister of National Revenue tables the CCRA’s Annual Report in Parliament pursuant to the requirements of the Canada 
Customs and Revenue Agency Act. The Performance Report and the CCRA’s Annual Report contain the same comprehensive 
performance information and an assessment by the Auditor General of Canada of the fairness and reliability of that information, 
as well as the opinion of the Auditor General of Canada on the CCRA’s financial statements. For more information on the 
CCRA’s Annual Report, visit the CCRA’s Web site at www.ccra.gc.ca, or write to Director, Corporate Governance and Accountability 


Division, Finance and Administration Branch, Canada Customs and Revenue Agency, 555 MacKenzie Avenue, Ottawa, 
Canada K1AOL5. 
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More Ways to Serve You! 
Pour vous servir encore mieux ! 


i de Canada Customs Agence des douanes 
and Revenue Agency et du revenu du Canada 
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Canada 


oe cae tne on- 


iO We are 


The Canada Customs and Revenue Agency (CCRA) employs over 54,000 
people—about a fifth of the Public Service of Canada, at over 750 service sites 
across Canada. As tax and border administrators, we collect over $300 billion, 
and distribute over $11 billion in benefit payments to millions of families on 
behalf of the federal, provincial, and territorial governments; we manage 
border security; and we administer trade laws. Our work is important—how 
well we do it directly affects the economic and social well-being of 
Canadians, as well as their safety and security. 


Since 1999, the CCRA has pursued an aggressive innovation agenda to 
improve services while striving to ensure that compliance with the 
legislation we are mandated to administer remains high. We have made 
significant progress in modernizing our operations. We have adopted new 
approaches for the management of our personnel, and are designing and 
delivering more convenient on-line services to Canadians and businesses. 


Our ultimate goal is to ensure that, overall, the system functions at the lowest 
possible cost and in the best interests of Canada and Canadians. We believe in 
providing the best possible service to our clients, supported by fair and 
responsible enforcement, to win the trust and confidence of Canadians and 
our partners. 


new ideas, ee and 


ee out in our 3002-2003 to » 2004-2005 Corporal nes om The as Sane CCRA | Penance : 
Statements, provides the financial information for our operations and responsibilities in 2002-2003. It also 
includes additional financial information to meet government-wide performance reporting requirements. 


2002-2003 CCRA at a Glance 


98.3 million travellers 
entered Canada through 
customs service locations 
Collected over $305 billion Agreement to collect on 
— averaging $1.2 billion behalf of the provinces, 
every working day territories, and First 
Nations— representing 
$37.2 billion for 2002-2003 


Application of Fairness 
Provisions—estimated 
$321 million in interest and 

penalties forgiven 


Over 25 million public 
enquiries 


Over 60 agreements 
with other government 
departments and agencies 
for joint program delivery 


Over 22 million 
individual and trust tax 
returns and 
1.4 million corporate 
tax returns processed 


Customs seizures of 
some $539 million 


Approximately 11 million 
requests for pages on the tax 
directory portion of the 
CCRA's Web site each month 

during peak tax season 


Almost 16,000 
volunteers completed 
498,000 tax returns 


Over 54,000 employees at 
Almost 11 million : Benefit and credit payments 


more than 750 service ! oe 
Biocer co aneds customs commercial worth over $11 billion to over 
10 million eligible Canadian 


at peak periods veh 
recipients 


releases processed 
annually 


@ our two strategic outcomes—Compliance and Innovation; 
ipated results across our five business lines, using the following 


2 supported by an appropriate 
imates) obtained from 


Performance rating based on manage nen 
level of accurate information (ir cludin: 
reliable sources or methods ~~ 


Performance rating based on managemen {judgement supported, in most cases, by 
an appropriate level of accurate information (including ee eoerent estimates) 
obtained from reliable sources or methods 


Reasonable 


of our Eee none 


Significant gaps in robustness of performance information; performance rating based 
on management judgement supported by entirely or predominantly qualitative 
information from informal sources or methods 


Our performance did not 
meet most or key 
expectations 


Performance Highlights 


The CCRA is committed to being accountable to Canadians about how well it administers Canada’s tax, customs, 
and social benefit programs. We do this by setting meaningful performance goals and objectively measuring 
performance in order to drive continuous improvement across all of our business lines. As shown in the chart 
below, in 2002-2003, we continued to achieve the majority of anticipated results that we established for our 
compliance and innovation strategic outcomes. At the same time, we identified a number of areas where 
performance fell short of our expectations. 


Notable Successes | : 


° Processing times for T1 hadindians 12 corporate T4 (employer), and T5 (investment) returns exceeded performance 
targets with significant improvements in timeliness of T2 returns. 


* Continued to expedite legitimate trade and travel and target areas of high risk, aided by technology and risk-based 
processing, as evidenced by significant Customs seizures for an estimated $539 million. 


* Exceeded commitments to the Government of Canada for fiscal impact from compliance programs and the collection of 
outstanding accounts. 


* Access improved for peak-season telephone enquiries for business and general tax support. 
* Turnaround times improved for processing income tax, GST/HST, and CPP/El appeals by 20% over last year. 


* As of 2002-2003, implemented full accrual accounting for revenues with reporting in the Public Accounts of Canada and 
CCRA Financial Statements. 


* Sustained strong performance in issuing more than 99% of 68 million payments on time under the Canada Child Tax 
Benefit program, the GST/HST credit program, and related provincial and territorial benefit and credit programs. 


* Most of our Human Resources (HR) innovation initiatives are either completed or on schedule. For example, individual 
Learning Plans are in place for over 30,000 managers and employees, and about 6% of the CCRA payroll was invested in 
learning activities. 


* Received two gold Government Technology Exhibition (GTEC) awards for information technology achievements in 
e-government for the Address Changes On-line and Customs Self-Assessment projects. 


: The levels of accounts ay ve aehe hee for dutta) accounts remain high. 


* Further progress is required in monitoring and reporting our existing service standards as well as in implementing new 
service standards to demonstrate to Canadians the service commitment made to them through these standards. 


* — Little progress has been made in measuring the consistency of applying the fairness provisions of tax, customs, and 
excise legislations that we administer across programs and regions. 


* Our case backlog for processing income tax, GST/HST, and CPP/El appeals remains unacceptably high. 


* Further improvements are needed in performance measurement information for Customs, HR, and Financial 
Management. 


ties 


Performance Improvement Prior 


Areas where improvements are. required, pete 
quality have been identified, are being addressed th 
_ Improvement Priorities (page 1-31) represer t this y 

_ over from last year, mostly dealing with : servi 
either because we did not fully meet our exp c 
supplementing the three-year commitments ee te 


requirement of maintaining eee of. our ¢ 


& 


ster 


I am honoured to table the CCRA’s third Annual Report to Parliament, and | am extremely proud 
to be Minister of this dynamic organization. The confidence and trust that individuals and 
businesses have in the CCRA are a testament to the professionalism and dedication of all 

our employees. 


Excellence in client service is the key to achieving and maintaining high levels of 
confidence in our programs and services, and compliance with Canada’s tax and 
customs laws. Our progress in continuously improving service to our clients— 
Canadians, businesses and travellers—is the direct result of a workplace that 
promotes knowledge, skill, and a sense of commitment. We have established a 
reputation as a leader within the federal public service in the areas of Human 
Resources and Information Technology, and are enthusiastic to share best 
practices with our colleagues and partners. 


The tax compliance rates in Canada remained high this year, underscoring the 
fact that our tax system is one of the best in the world. We also met many 
challenges, including implementing new customs initiatives under the 
Canada-United States Smart Border Declaration, while effectively responding to 
heightened threats to our national security and public safety. 


As our performance demonstrates—from responding to the Severe Acute Respiratory 
Syndrome (SARS) outbreak to prosecuting GST tax fraud, from dealing with offshore 
tax-havens to protecting Canadians from terrorism at our borders—the issues that concern 
Canadians most are the CCRA’s top priorities. 


ee 


Elinor Caplan 
Minister of National Revenue 
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ford by the Chair 


group. 


In recent years, expectations for the highest degree of integrity and trust have grown in 


both the private and public sectors. One of the Board of Management’s key 
responsibilities has been to guide the CCRA in creating a strong governance structure 
for effective management oversight and leadership. In this context, this Annual 
Report highlights the CCRA’s on-going improvements in the areas of financial 
controls, risk management and values and ethics. 


The CCRA has demonstrated the ability to respond quickly and effectively to the 
risks and challenges that we have come to expect in an uncertain environment. 

I believe this is due in large measure to our commitment to making the most of the 
flexibilities we gained in becoming an agency. We are building new partnerships 
with the provinces, territories and other governments. We have put more decision- 
making into the hands of our managers and are streamlining our hiring and 
management processes. 


This 2002-2003 Canada Customs and Revenue Agency’s Annual Report demonstrates our 
enduring commitment to fair and reliable reporting to Parliament and to Canadians. We 
take this opportunity to reflect on our performance and showcase our successes—while 


providing a candid account of those areas where there is still a need to improve. 


count on, and deserve. 


Michael L. Turcotte 
Chair, Board of Management 


On March 31, 2003, the CCRA completed its third full year operating as an agency. The continuing 
transformation to a dynamic, forward-looking organization has been a team effort, and my Board of 
Management colleagues and I are very proud to be part of such an energetic and dedicated 


My colleagues and I look to the future with a conviction that CCRA employees will continue 
to seek innovative ways to deliver the highest quality programs and service that Canadians 
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Management's Sti 
for Perfor 


The Canada Customs and Revenue Agency’s Annual Report for the year ended March 31, 2003, was prepared under 
the direction of the Minister of National Revenue and the Commissioner, supported by the CCRA’s Board of 
Management. The Canada Customs and Revenue Agency Act requires that an annual report be tabled in Parliament. 
This report must include information about the CCRA’s performance on objectives established in its 2002-2003 to 
2004-2005 Corporate Business Plan. It must also include an assessment by the Auditor General of Canada of the 
fairness and reliability of that information. It is not the role of the Auditor General of Canada to assess or comment on 
the CCRA’s actual performance. 


Management is responsible for the accuracy and completeness of the information in the report. To fulfil this 
responsibility, management maintains financial and management control systems and practices that provide 
reasonable assurance that the information is accurate and complete. Some of the performance information is based on 
management’s best estimates and judgements. As indicated in the report, management used performance information, 
in some instances, that does not yet meet the CCRA’s normal expectations for completeness and accuracy. However, 
this is the best information currently available, and management considers it appropriate to our circumstances. 


To ensure an enhanced level of assurance, Internal Audit and Program Evaluation conduct independent reviews of 
various aspects of the CCRA's performance information. In addition, the Board of Management’s Audit and Resource 
Committee oversees management's responsibilities for maintaining adequate internal control and financial/ 
performance reporting systems, and meets with internal and external auditors on a regular basis. The Board of 
Management recommends the Annual Report to the Minister for approval. 


This volume of the Annual Report contains the CCRA’s performance information and includes the assessment of the 
Auditor General of Canada. The second volume, CCRA Financial Statements, contains audited financial statements 
prepared on a full accrual accounting basis and unaudited supplementary financial information for purposes of 
reporting to Parliament on the use of appropriations. Business line spending presented in this volume is consistent 
with the method of reporting for parliamentary appropriations, which is different from the full accrual basis of 
accounting used for the audited financial statements. Furthermore, with the move to full accrual accounting for 
revenues, as announced in the 2003-2004 Federal Budget, the accounts receivable in this volume are limited to the 
amounts assessed by the CCRA, but not yet collected. A reconciliation to the amounts reported under the audited 
financial statements is provided in this report. 


Stephen Rigby 
Chief Financial Officer and Assistant Commissioner 
Finance and Administration Branch 
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Introduction by the Commissioner: 


The CCRA is in the business of promoting compliance with Canadian tax, trade, and border legislation. 
We measure our success by looking at some very tangible results that mean a lot to Canadians. Are 

our borders protected from terrorists and other threats to our safety and security? Is enough 

being done to promote Canada's economic growth? Are Canadians receiving their benefit 

payments on time? Do individuals and businesses have access to appeal processes that are 

impartial and timely? And, finally, a question that resonates with us all: are we paying 

our fair share of taxes—no more and no less? 


In 2002-2003, the CCRA continued to achieve remarkable results that would not have 
been possible without the dedication of our employees and the cooperation of our 
partners and clients. We worked closely with our colleagues in Health Canada to 
respond to the Severe Acute Respiratory Syndrome (SARS) outbreak. We joined 
forces with the United States to introduce customs programs to protect our society 
and expedite legitimate trade. We issued over 99% of benefit payments on time. 

We made significant improvements in how quickly we resolve appeals disputes. 
We also introduced a number of administrative changes to reduce the risk of 
fraudulent GST/HST claims. 


Iam proud to report that we are at the forefront of the latest advances in technology, 

business and management practices, and government priorities. We are also pursuing 

an aggressive service innovation agenda, enhancing the CCRA’s leadership position in 

e-government. Our clients can file their returns electronically or request information on 

their accounts, anywhere, almost anytime. Reducing the reporting and compliance burden in 

this way not only benefits businesses and individuals, it also supports the broader Government of 
Canada policies of promoting service innovation and improving overall productivity. 
These are only a few examples of the CCRA’s commitment to continually improve the service 
we deliver to Canadians. 


We can only continue to achieve these types of successes if Canadians trust the integrity of 
our organization. The confidence that individuals and businesses have in the CCRA is a 
cornerstone of Canada’s tax and customs administration. We are working hard to maintain 
and foster this confidence—through an emphasis on fairness, honesty, and professionalism at 
all levels in our organization. The Fairness Provisions of the Income Tax Act, Customs Act and 
Excise Tax Act, our independent appeals process, and our internal Code of Ethics and 
Conduct reinforce our commitment to justice and impartiality. 


In all the business that the CCRA does, we strive to overcome challenges and take important 
steps forward while remaining focused on our compliance mandate. Our success is the result 
of the hard work of our employees as well as the cooperation and confidence of our clients 
and our partners. I believe that the CCRA is a dynamic agency ready to take on the challenges 
of the twenty-first century. 


Alan Nymark 
Commissioner 
CCRA 
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Executive Su 


Introduction 


The CCRA was established in 1999 as an agency within the Public Service and given more authority and flexibility 
than was previously available to us as a government department. Since then, we have been putting these flexibilities 
to work to make us more efficient, improve services to Canadians, and forge stronger relationships with our 
partners—all to help us achieve our ultimate mission of promoting compliance with Canada’s tax, trade, and border 
legislation and regulations. Although we face financial constraints, we are on track with respect to our objectives in 
each of these areas. In areas where our performance is not yet meeting expectations, we have a performance 
improvement plan. 


Realizing Operational Efficiencies 


Our shift to agency status set in motion a fundamental reform and renewal process aimed at 
reducing overhead and better integrating financial management and resource allocation with 
At the end of year operational planning and reporting. As indicated in a study conducted by the Public Policy 
three, we are on track Forum, we have successfully established the structures and processes of our governance 
regime, which is contributing to faster, better informed, and more responsive decision- 
making. Our renewal process has also included major changes in the human resources area 
potential of our unique intended to streamline hiring processes, give managers greater decision-making authority 
agency status and accountability, ensure that employees have the competence and training to carry out 
their responsibilities, and improve labour relations. Our reforms are founded on principles of 
modern comptrollership, including strategic planning, sound risk management, transparency, 
and accountability. Some elements of the process are still evolving, such as integrating 
financial and non-financial information for better decision-making. On balance, however, we have made significant 
strides in our three years as an agency, and we are well on our way to transforming our vision for fundamental reform 
and renewal into a reality. 


for meeting the 


Improving Service to Canadians 


We have aggressively pursued a change agenda to stay in step with technology, business and management practices, 
government priorities, and Canadians’ evolving expectations for service. Our strategy has been to simplify and 
streamline processes for low-risk taxpayers, travellers, and traders, while more effectively targeting and addressing 
areas of higher risk. An important element of this strategy has been the introduction of new technologies. In support 
of the Government On-Line initiative, we continue to be a leader in providing e-government services to Canadians. 
Our investments in automated systems and tools are paying dividends. For instance, the growing popularity of 
electronic tax filing is resulting in faster service, improved accuracy, and greater efficiency. Although we have not yet 
achieved our goal for the majority of all returns to be filed electronically, the trend is positive. In addition, more 
Canadians every year are taking advantage of our expanding range of self-service Internet options for obtaining the 
information they need and maintaining their accounts without having to call for help. At the border, permit and pre- 
approval programs (such as CANPASS, NEXUS, and Free and Secure Trade) are helping to expedite the passage of 
low-risk travellers and goods. 


We have also made important strides in improving our core processes, most notably in the areas of telephone 
accessibility, GST/HST returns, processing T2 corporate returns, and the length of time to resolve appeals cases. We 
have improved our overall performance against our service standards and internal performance targets, although we 
still fall short of expectations in some areas. 


Forging Stronger Partnerships 


To better address the extraordinary challenges to border security witnessed in recent years, we have expanded our 
partnerships with U.S., Canadian, and other international departments and agencies. For instance, we have 
undertaken key initiatives under the Canada/U.S. Smart Border Declaration to better secure our joint borders with the 
U.S., and we have worked with Health Canada to develop screening measures to fight the travel-related spread of 
SARS. At the same time, we have been working to advance our partnerships with the provinces and territories, adding 
new programs, data exchanges, and business number arrangements with improved accountability. Recent 
federal-provincial issues have made it somewhat more challenging to build new partnership arrangements, and our 
progress has been slower than planned. Nonetheless, we have positioned ourselves to offer more programs to our 
partners in the coming years, such as enhanced Workers’ Compensation Board arrangements and the administration 
of new programs. 


Conclusion 


Ultimately, all of our efforts are driven by the goal of effectively using our resources to promote compliance with tax, 
trade, and border requirements. While most Canadian individuals and businesses are compliant, there will always be 
some non-compliance, intentional or not. Our approach to ensuring compliance balances education and service with 
responsible enforcement. At the border, we have been devoting more attention to areas of high or unknown risk 
while providing better and faster service to low-risk travellers and traders. We have invested heavily in new 
technologies to strengthen our capacity to interdict weapons and contraband. In the tax and benefits areas, we can 
better target potentially non-compliant accounts for verification and we have invested more in our compliance 
programs, which has significantly increased revenues over the past two years. Further, in the wake of the GST/HST 
fraud issue, we have made a number of changes to the GST/HST registration program to reduce the potential for 
fraudulent claims. Based on available evidence and estimates, it is our judgement that compliance overall remains at 
reasonably high levels and our initiatives in the areas of service, partnerships, and operational efficiencies will foster 
an environment under which compliance will continue to thrive. 
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Overview of the CCRA 


About our Mission 


The CCRA’s mission is to promote compliance with tax, trade, and border legislation and regulations through 
communication, quality service, and responsible enforcement, thereby contributing to the economic and social 
well-being of Canadians. 


At the CCRA, our work touches the lives of all Canadians and the millions of foreign citizens who visit or do business 
in Canada. We administer tax and trade laws as well as benefit programs for individuals and families, and we regulate 
travel and commercial shipments across our border. 


The CCRA’s Strategic and Expected Outcomes 


Within the context of our mission, we have identified two strategic outcomes that represent the results we are seeking 

as an organization. Our primary strategic outcome is compliance—that Canadians comply with tax, trade, and border 

legislation—and is guided by our vision and values of respect, integrity, co-operation, and professionalism. The 

expected outcomes of our core operational business lines—Tax, Customs, Benefits, and Appeals—contribute to 
achieving this strategic outcome. 


Our primary strategic Our secondary strategic outcome is innovation—that the CCRA is a leading-edge 
outcome is compliance service provider. It is our belief that through modern and innovative approaches, we 
can better achieve our goal of ensuring compliance, and that the provinces, territories, 


enabled by innovation in and other government departments rely on the CCRA to provide key services. 


administering Consequently, our innovation agenda includes four change objectives: transforming our 
high-quality, affordable core business for better service delivery; human resources reform and renewal, 
programs administrative reform and renewal; and transparent management for results. 


Exhibit 1 illustrates the strategic framework that we use for planning and reporting 

purposes. It links our mission to our strategic outcomes and aligns what we do to 
achieve these outcomes with our client groups and key partners. This Strategic Results Map also identifies our 
expected outcomes and anticipated results by business line, and the key programs that we have established to help us 
meet Our mission. 


To assess our performance in achieving our six expected outcomes for innovation and core operations, we have 
established 25 anticipated results that are aligned with the strategic goals and objectives set out in our 2002-2005 to 
2004-2005 Corporate Business Plan. On the recommendation of the Office of the Auditor General and the Treasury 
Board Secretariat, we have this year reduced the number of anticipated results from 34 to 25, while maintaining an 
appropriate degree of reporting comprehensiveness. Schedule C on page 1-103 lists the changes to the anticipated 
results. 


Exhibit 1: 


CCRA - Strategic Results Map 
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Refer to the Performance by Business Line section or Schedule C on page 1-103 for a complete 
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Our Clients 


In fulfilling our mission to contribute to the security and well-being of Canadians, we serve the following main 
groups: 


Tax Clients 


We work with over 29 million individuals, businesses, trusts, and organizations. Since our tax system is based on self- 
assessment and voluntary compliance, the CCRA must help Canadians to understand and respect the rules, fulfil their 
obligations, and receive their appropriate entitlements. At the same time, to ensure fairness for everyone, we must 
balance these facilitation activities with responsible enforcement. The levels of tax compliance in Canada continue to 
be high. Over 90% of all cash receipts are remitted to the CCRA without any enforcement needed. 


Customs Clients 


While Customs has a direct and immediate relationship with over 98 million travellers and over 170,000 commercial 
importers each year, our client group extends far beyond the border. In addition to the trade community (importers, 
exporters, brokers, and business owners) that relies on our consistent and fair application of trade laws and 
regulations to support Canada’s economic growth, our clients include the roughly 30 million Canadians who count on 
us to ensure that they are safe from external threats to their health, safety, and security. 


Benefit Program Recipients 


For over 10 million low- and moderate-income individuals and families, programs such as the Canada Child Tax 
Benefit help supplement their income. Other programs we administer on behalf of provincial and territorial 
governments also supplement household incomes. By ensuring that these payments go to the right people, on time 
and in the right amount, the CCRA supports important economic and social policy goals. 


Appeals Clients 


The CCRA administers one of the Government of Canada’s largest dispute resolution processes, allowing clients to 
exercise their fundamental right to redress in their dealings with the federal government. Over 85,000 individuals and 
businesses exercised their right to redress this year, with almost $8 billion in income taxes, GST/HST, excise taxes, and 
customs duties in dispute. Our commitment to a just and impartial system is reinforced through the Fairness Initiative, 
legislation introduced in the early 1990s that provides relief to clients in circumstances beyond their control, as well as 
the Voluntary Disclosures Program, which gives taxpayers the opportunity to correct any past errors or omissions. 


Provinces/Territories and Other Government Departments 


With over 60 agreements for joint program delivery, the CCRA is a key service provider to federal departments, 
provincial and territorial governments, and First Nations. As the first point of contact for people and goods entering 
Canada, we provide a number of services at the border—collecting provincial sales tax on behalf of the provinces, for 
example—for a host of other government departments and agencies such as Citizenship and Immigration Canada and 
Agriculture and Agri-Food Canada. Our many other joint programs include working with federal law enforcement 
partners, such as the Royal Canadian Mounted Police, as well as other law enforcement agencies, to combat money 
laundering, terrorist financing activities, the wilful evasion of taxes or duties, and other illegal activities. 


All provinces and territories, with the exception of Quebec, rely on the CCRA to administer, assess, and collect their 
provincial/territorial personal income tax. The CCRA’s success in implementing the Tax on Income legislation has 
provided the provinces with increased flexibility regarding their tax policy. The CCRA also administers corporate 
income tax for all provinces and territories except Quebec, Alberta, and Ontario. Also, we continue to administer a 
range of ongoing benefits and one-time payments on behalf of the provinces and territories. 


Our agency status and governance structure position us well to develop additional partnerships and serve Canadians 
in innovative and cost effective ways. By administering more tax and benefit programs and by leveraging our systems 
to provide more services on behalf of our partners, we can improve service quality, eliminate duplicated effort, reduce 
compliance burdens, and save taxpayers money. 


Our Partners 


We count on a range of intermediaries at all levels of the public and private sector to serve our clients. Our job is 
made easier through the support of a strong legislative foundation. Our laws promote compliance through provisions 
such as requiring employers to withhold source deductions and imposing sanctions and penalties for non-compliance. 
Partners outside of government, such as financial institutions, assist us by providing convenient, accessible services to 
individuals and businesses so that they can receive and deposit refunds and remit tax payments on time. 


We have several government partners. For example, Public Works and Government Services Canada, acting as our 
agent, issues cheques and direct deposit payments, and Citizenship and Immigration Canada collaborates with us at 
the border. The RCMP, as well as provincial and municipal police organizations, provide enforcement knowledge. We 
also rely on Canada’s courts and the independence of the judiciary to act as the ultimate arbiters of disputes that 
cannot be successfully resolved through our administrative redress process. The ministere du Revenu du Québec 
administers GST on our behalf in Quebec. These are only a few of our government partners—many other government 
departments serve important functions that help us carry out our day-to-day activities. 


We also collaborate with multilateral agencies, such as the World Customs Organization (WCO), World Trade 
Organization (WTO), Organization for Economic Co-operation and Development (OECD), the International Monetary 
Fund (MF), and the World Bank, as well as foreign governments, to develop common approaches to emerging 
challenges including e-commerce regulation, tax havens, and international trade and border security. Our involvement 
with our foreign partners continues to increase in order to enhance security and reduce risks associated with 
commercial transactions. 


Spending Profile 


The CCRA’s funding is provided by Parliament through annual appropriations on a modified cash accounting basis. 
We have therefore reported the expenditures in this section and in the business lines on the same basis as the 
appropriations. 


For 2002-2003, Parliament had originally approved planned spending in the amount of $3,363.8 million through the 
Main Estimates, as shown in our 2002-2003 to 2004-2005 Corporate Business Plan. An additional $602.1 million, 
including $168.9 million of carry-forward of unused non-operational funds (such as deferrals of Investment Plan 
projects or items relating to the Asset Management Plan), was approved during the 2002-2003 fiscal year for | 
previously unfunded or new initiatives. The largest single increase was $181.3 million for new collective agreements, 
followed by $82.9 million for initiatives announced in the federal budgets. 


Executive Summary 


Resource management during 2002-2003 was particularly challenging, because of the workload generated from the 
enhanced border security measures. We managed the $10 million operational funding shortfall for customs and 

$7.2 million for tax services through general efficiency gains and other adjustments to programs. In addition, the 
CCRA reallocated some $83.6 million to the Investment Plan in 2002-2003, either from amounts carriéd forward from 
2001-2002, or from general reallocations. The Investment Plan, which is directed at both of our strategic outcomes, 
supports activities such as replacing aging technology and business systems; enhancing human resources and 
administrative systems; enhancing partnerships with federal, provincial, and territorial government agencies; and 
promoting innovative service options such as Government On-Line. 


Exhibit 2: Overall CCRA Spending and Business Line Spending 
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' Planned spending, authorities, and actual spending are all net of re-spendable revenues (Revenues Credited to the Vote) and Relief for Heating Expenses. 


Total spending, including $12 million for the Relief of Heating Expenses program, totalled some $3,824.9 million 
leaving $141.1 million unexpended at year-end that is available for use by the CCRA in 2003-2004. Key items 
contributing to the lapse included $38 million for planned deferral of equipment purchases for the Public Security and 
Anti-Terrorism initiative and another $70 million in the Investment and Asset Management Plans. 


Of the $3.8 billion spent in 2002-2003, we spent $3,686.4 million on our primary strategic outcome of Compliance and 
$138.5 million on our secondary strategic outcome of Innovation. The percentage spending by business line was 
similar to that of last year: 54.4% by Tax Services, 20.4% by Corporate Management and Direction, 17.3% to Customs 
Services, 5.4% to Benefit Programs and Other Services, and 2.5% by Appeals. 


Over a three-year period, the CCRA’s expenditures increased by over $700 million. The Tax Services business line 
expenditures increased by $323M (Exhibit 2) primarily as a result of increased spending to address program integrity 
shortfalls and to increase the capacity to conduct compliance and collections activities. The Customs Services business 
line has grown over a three-year period by some $165 million mainly due to Public Security and Anti-Terrorism 
funding, increased border security, NEXUS, and CANPASS. As the Corporate Management and Direction business line 
provides support to the other four business lines, it has grown accordingly by some $150 million over the same three 
years. In addition, as the CCRA’s expenditures are composed of approximately 80% in salaries, all business lines have 
been affected by collective agreement settlements. 


The CCRA Financial Statements contain additional information, including the CCRA’s audited financial statements, 
prepared in accordance with the accounting principles of the Government of Canada, for agency-specific operations 
and for the activities we administer on behalf of federal, provincial, and territorial governments. The accrual 
accounting basis has adjustments including services provided by other government departments which are not part of 
the modified cash basis of accounting used for reporting on our Parliamentary appropriations. A reconciliation of 
expenditures reported under these two financial reporting methods is shown in the CCRA Financial Statements. 
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Performance by Strategic Outcome 


Performance Context: Managing Challenges and Risks 


At the CCRA, we are vigilant about managing ongoing risks, while maintaining the capacity to respond to sudden 
developments in our operating environment over which we have little direct control. In this respect, 2002-2003 was 
no exception. While international developments contributed to heightened security concerns, pressures On our tax 
base owing to slower economic growth at home resulted in tighter government finances. The CCRA’s new Integrated 
Risk Management (IRM) framework, coupled with very prudent financial management, provided a sound basis for 
adjusting agency-wide priorities in light of these emerging events. Although this adjustment of priorities resulted in 
fewer resources going to some programs than we initially intended, we worked hard to ensure service continuity and 
overall levels of compliance across all our business lines, while responding to the new challenges. 


In view of escalating tensions in the Middle East and the continuing threat of terrorism, 
enhanced border security remained a priority through 2002-2003. We worked closely 
with our American counterparts to reinforce border security in response to the United 


Significant Risks and re : ; : 

States government’s “yellow” and “orange” security alerts. We also set up a Customs 
Challenges Emergency Centre, and worked with provincial, territorial, and municipal officials to 
« National Security develop and test crisis management strategies to deal with situations such as terrorist 


Managing Compliance 


attacks. As well, the CCRA was a key player in the Task Force on Security at the World 
Customs Organization. To enhance our internal security, we developed a 


Federal/Provincial comprehensive emergency preparedness strategy and an Emergency Management 
Relations Policy. 


Balancing Priorities 


One of our ongoing domestic concerns is the way in which the labour market has been 

changing over the past decade. The growth in self-employment and contract work, 

particularly, may present tax compliance risks. As more Canadians enter into new work 
arrangements that are not covered by source deductions, they must take on accounting, reporting, and filing 
obligations with which they are often unfamiliar. To help them meet these responsibilities, we continue to customize 
our information services and, wherever possible, simplify procedures to reduce the time and financial costs associated 
with compliance. 


At the international level, global economic integration, the mobility of capital and labour, and the growth of 
e-commerce pose a worldwide challenge for tax administrations. The proliferation of tax havens, the increased 
marketing of abusive tax arrangements, and the aggressive pricing of cross-border transactions by some multinational 
corporations all pose a potentially significant threat to the tax base. Through our tax treaty partnerships and 
participation in international organizations, we develop international tax strategies and share information and best 
practices to mitigate the risk of international tax non-compliance. 


Fuelled by increasing numbers of registered businesses and the high turnover of businesses in sensitive sectors, these 
same international developments have made the administration of value-added taxes more challenging. In particular, 
many countries have reported that value-added tax fraud is on the rise. Canada has not been immune to these 
developments, and over the past year, the issue of GST fraud has received much publicity. While all tax carries the 
risk of fraud, we do much to mitigate those risks. We are vigilant in identifying possible fraud and evasion through a 
variety of means including post-audits, prepayment audits of refund claims, profiles of high-risk registrants, informant 
leads, and partnerships with other law enforcement agencies. To address the increased potential for GST fraud, we are 
enhancing our registration reviews to more intensively scrutinize high risk registrants and are making other 
improvements in our administrative processes and communications. Further, while our past reporting practice met the 
policy requirements, the CCRA has expanded its reporting of losses due to fraud for all taxes and duties it administers 
in the Public Accounts of Canada starting in 2002-2003. 


__ | Executive Summary 


Additionally, our outreach programs are aimed at combating the underground economy and increasing compliance 
both nationally and internationally. These programs help to ensure that the CCRA’s international and domestic clients 
receive accurate information and assistance in understanding their rights and obligations under the Canadian tax 
system. All suspected cases of fraud are evaluated for prosecution potential and where further investigation reveals 
sufficient evidence to support a conviction of wilful non-compliance, cases are referred to the Department of Justice 
for prosecution. 


Over the course of the fiscal year, the CCRA continued to explore possibilities for broader partnerships with the 
provinces and territories and to expand the portfolio of programs we deliver on their behalf. However, relationships 
between governments are complex. Issues often outside our control may impede efforts to forge new partnerships. 
Nonetheless, we made some progress in the programs and services we administer and enhanced our capacity to 
collaborate in the future. 


High-profile incidents of unethical or fraudulent behaviour within the public service have reflected poorly on how its 
values and ethics are perceived. Since much of the CCRA’s business is based on voluntary compliance, it is critical that 
client perception, confidence, and trust in the CCRA be preserved and protected. Unethical behaviour, be it actual or 
perceived, has the potential to erode compliance. To ensure that our employees act above reproach in all of our 
operations and that all of our resources are used effectively and ethically, the CCRA reinforced adherence to its Code 
of Ethics and Conduct for all employees. This code informs employees about the standard of conduct expected of 
them when performing their duties and ensures that the tradition of integrity and professionalism is carried on and 
enhanced while reinforcing our commitment to serve the public. 


The responsibility for maintaining a high level of values and ethics is nowhere more important than when dealing 
with the confidential personal information of our clients. The CCRA takes very seriously the right to privacy for 
Canadian citizens, as well as its obligations under the law for maintaining the confidentiality of information. It is the 
CCRA’s policy to protect the confidentiality of client information and to manage client information in accordance with 
the provisions of the privacy and access to information laws, the government and the its policies related to security, 
and the various confidentiality provisions of the legislation it administers. CCRA employees and managers are 
expected to have a high degree of knowledge about the protection of client information and their roles and 
responsibilities are clearly detailed in our Policy on the Management of Protected Client Information. 


In planning for the future, the CCRA is equipping itself to meet challenges and improve effectiveness by becoming 


more client-centred. At the same time, we must continually balance our innovation objectives with the need to 
maintain sufficient resources in our core operations in order to preserve the integrity of our compliance programs. 
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Managing the Compliance Continuum 
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To deliver on our mission of promoting compliance with Canada’s tax, trade, and border laws, we use a mix of service 
and responsible enforcement strategies, backed by sound risk management. We implement these strategies through a 
comprehensive set of programs, activities, and initiatives that span the full breadth of the “compliance continuum” as 
illustrated in Exhibit 3. Our efforts in managing this continuum are greatly assisted by a strong legislative foundation; 
the co-operation of over 1.4 million employers who withhold and remit income taxes they deduct from their 
employees! wages; about 2 million businesses that regularly remit GST/HST; businesses, travellers, and traders who 
remit other duties and taxes; and the support of our federal, provincial, territorial, and international partners. 


Exhibit 3: The Compliance Continuum 
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Facilitating Voluntary Compliance 


Our experience over the years suggests that most individuals and businesses are willing to comply with their 
obligations voluntarily if they are given the opportunity, the right tools, and the proper information. Accordingly, as 
the cornerstone of our compliance strategy, we devote a substantial share of the CCRA’s resources (57.7%) to 
programs and services that facilitate compliance. In keeping with the rising expectations of Canadians, we have 
undertaken a number of initiatives in recent years to enhance the accessibility and timeliness of our services. As a 
result, we offer more information over the Internet. We improved the accessibility of our telephone help lines, we 


processed corporation T2 returns faster, and we expedited processing of low-risk travellers and commercial goods 
through pre-clearance programs. 
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Assisted Compliance 


Our compliance strategy is supported by a robust system of checks and balances to ensure that the law is properly 
understood and respected. These fundamental controls allow the CCRA to target its more resource-intensive efforts to 
areas of higher risk and reduce the compliance burden for individuals and businesses. Our system of checks and 
balances includes source deduction and information matching programs, as well as reviews, verifications, 
examinations, and audits to promote the accurate reporting of income and trade data, reduce problems with 
insufficient tax and duty remittance, and facilitate the early detection of reporting errors. Together, these “assisted 
compliance” activities account for 21.7% of the CCRA’s resources. Over the past several years, we have invested 
additional funding from the Government of Canada in our compliance programs and management of accounts 
receivable. Although we have not yet fully achieved all of our enhanced audit targets, we have been successful in 
reversing the declining trend in audit coverage rates. These higher coverage rates, and various refinements to our risk 
assessment systems, have increased the total fiscal impact of our compliance programs, which now exceeds targeted 
levels. 


Enforcement 


About 20.6% of the CCRA’s resources are devoted to enforcement activities such as investigations, seizures, arrests, 
detentions, prosecutions, and collections. These measures are directed towards those cases where the risk of non- 
compliance is deemed to be high or the potential consequences severe. We have enriched our programs to detect 
GST/HST, customs, and income tax fraud in recent years, and the number of prosecution referrals we make each year 
to the Department of Justice continues to increase. To further strengthen border security, we have invested heavily in 
new technologies that enhance our capacity to interdict weapons and contraband. We have also made new 
investments in our collections program to address the increasing debt and the age of accounts receivable. We have 
met our government commitments associated with these investments and have slowed the long-term trend of 
escalating arrears. 


Exhibit 4: CCRA-wide Resources Allocated to the Compliance Continuum 
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Appeals 


Underpinning the compliance continuum is a dispute resolution system that aims to provide fair and impartial redress. 
The fairness provisions of the Income Tax Act, Customs Act and the Excise Tax Act give the CCRA common-sense ways 
to help clients who, because of extraordinary circumstances, are unable to meet their tax or duty obligations. These 
provisions give us the discretion in certain situations to: cancel and waive penalties and interest; accept late-filed, 
amended, or revoked elections (income tax only); and issue income tax refunds beyond the normal three-year period 
(individuals and testamentary trusts only). 


Our Appeals system ensures that taxpayers who disagree with the CCRA’s decisions have a simple, low-cost method 


of filing appeals. We have made progress in reducing the case processing time for client appeals, exceeding our 
program targets. However, more work is needed to reduce the inventory of cases. 
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Our Overall Performance 


In 2002-2003, the CCRA met its two strategic outcomes—compliance and innovation. We delivered on most of the 
commitments set out in our Corporate Business Plan and, overall, met our expected outcomes and anticipated results 
in each business line. We made good progress in implementing performance 
improvement plans for each business line to fill performance gaps identified in last 
year's Annual Report. In some cases, however, our ability to take corrective action was 
In 2002-2003, the CCRA met constrained by the need to deploy resources against immediate risks and to maintain 
its two strategic the integrity of our core programs. Exhibits 5 and 6 provide more information on the 


outcomes—compliance CCRA’s performance against these two strategic outcomes. 


and innovation—delivering 


on its key Corporate 
Business Plan commitments In terms of our performance against the first strategic outcome, we are proud of the 
high overall level of voluntary compliance that exists in Canada today. About 94% of all 
the cash receipts that are remitted to the CCRA are reported and paid without any audit 
or collection activities. Moreover, as illustrated in Exhibit 4, we find that compliance is 
reasonably high for each of the five key compliance indicators: filing, registration, 
border and trade, remittance, and reporting. Many of our measures show improvement this year, although filing and 
remittance compliance by corporations appears to have declined somewhat. Although some variation from year to 
year is to be expected, we continue to monitor compliance trends and take action as appropriate. 


Assessment of Compliance 


Our indicators have been expanded this year to include measures of filing and remittance compliance for the some 
1.4 million employers who collect and remit source deductions for about 18.5 million individuals, representing 84.6% 
of personal income tax receipts. The results show that the vast majority of employers file their T4 information slips 
without any intervention by the CCRA and over 90% of employers remit on time. We are not aware of any reliable and 
accurate method for estimating the overall level of reporting compliance. Our assessment of reporting compliance is 
therefore more qualitative and relies on information from our compliance programs and other indirect measures. Our 
judgement, based on our experience, available evidence, and estimates, is that while reporting non-compliance is 
certainly material, it remains at relatively low levels—in line with prior years and compared to other countries. Much 
of our assurance is derived from our comprehensive system of checks and balances (described under Assisted 
Compliance) that promotes accurate reporting of income and trade data and facilitates the early detection of reporting 
errors. As our Compliance Measurement Framework and our Compliance Improvement Plan mature, we anticipate 
that our assessment will be guided by a more comprehensive set of compliance indicators. 
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Exhibit 5: Strategic Outcome Statement - Compliance 
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As demonstrated by: ~° Filing Compliance — Our most recent analyses indicate that most Canadian individuals (18 years 
and older) and businesses file their tax returns on time, without any direct intervention by the 
CCRA. For instance, we estimate that 94.3% of all Canadians (18 years and older) filed a timely, 
individual income tax return, up from a revised estimate of 93.9% for the prior year. As well, 87.2% 
of all taxable incorporated businesses filed their income tax returns on time, down somewhat 
from a revised estimate of 88.9% for the prior year. Further, 91.6% of all CCRA-registered Canadian 
businesses (excluding Quebec) filed their GST/HST' returns on time, up from 90.3% the previous 
year. A new measure of employer filing compliance shows that 96.4% of employers filed their T4 
returns without any direct intervention from the CCRA in each of the past two years. 


Actual Results Overall levels of compliance continue to be high, as 
for 2002-2003: compared to 2001-2002 and as further demonstrated 
by our performance against expected outcomes for 
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+ Registration Compliance —- An estimated 84.6% of all Canadian businesses (including Quebec) 1-44 


were registered for GST/HST', up from 83.2% the previous year. This represents a reasonably high 
degree of registration compliance since many businesses are not required to participate. 


1-67 
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* Border and Trade Compliance — Overall compliance with border requirements has remained 
stable at reasonably high levels over the past three years, averaging over 90% across all modes of 
entry into Canada. Similarly, an internal study suggests that compliance is reasonably high (well 
over 90% based on further analysis of 2000-2001 data) with respect to duty requirements in the 
trade community; however, the analysis does point to some issues about the proper classification 
of certain commodities. We anticipate that our new Administrative Monetary Penalty System 
(AMPS) will help to promote compliance over time. 


* Remittance Compliance — 93.1% of taxable individual filers paid their reported taxes on time 1-36 
(compared with 90.3% in the previous year). Although a significant number of corporations do not 
pay their full balance by their due date, over 93% of total reported income taxes are paid on time 
(compared to a revised 95% for last year). About 2.5 million businesses! (including Quebec) 
collected over $66 billion in GST/HST on taxable sales of goods and services and remitted the net 
amount that was due to the CCRA. A new measure of remittance compliance indicates that 90.1% 
of employers forwarded source deductions on behalf of their employees without CCRA 


intervention, up slightly from 89.9% in the prior year. 
1-43 
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* Reporting Compliance — Non-compliance with reporting requirements takes many forms, from 
errors and unintentional omissions to smuggling and wilful tax evasion. Rather than attempt to 
estimate the overall levels of reporting non-compliance, such as the “tax gap” or the total amount 
of smuggling activity, we rely on information from our compliance programs and other indirect 
measures to make a qualitative assessment. Our judgement, based on our experience, available 
evidence and estimates, is that while non-compliance is material, it remains at relatively low 
levels—in line with prior years and comparable to other OECD countries. Much of our assurance is 
derived from a robust system of checks and balances that promotes accurate reporting of income 
and trade data, and facilitates the early detection of reporting errors. 


1. Businesses residing in Quebec register with the ministere du Revenu du Québec which administers GST on behalf of the 
CCRA and remits the net amount due to the CCRA. 
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Innovation 


Over the past three years, the CCRA has made significant progress in its ambitious five-year innovation agenda to take 
full advantage of our agency status and become a leading-edge service organization. Our agenda has been led by four 
change objectives: 


e Business transformation 

e Human resources reform and renewal 
e Administrative reform and renewal 

e Transparent management for results 


Our top objective, business transformation, is all about providing the best possible service to Canadians. The last three 
objectives are designed to strengthen our internal capacities for delivering on this service commitment. 


Business Transformation 


Our two main initiatives to transform our core business are the Customs Action Plan (CAP) and Future Directions. To 

better address the extraordinary challenges to border security witnessed in recent years, we have accelerated our 

implementation of the CAP with major investments in state-of-the art tools and technology to interdict weapons and 
contraband. We have also expanded our partnerships with Canadian, American, and 
other international departments and agencies. For instance, we have implemented key 


Over the past three years, elements of the Canada/U.S. Smart Border Declaration to better secure our joint borders 
tha cer Mhacimetits with the U.S., and we have worked with Health Canada to develop screening measures 

; , to fight the travel-related spread of SARS. At the same time, we have been working to 
expectations and is on expedite the free flow of low-risk goods and travellers through a variety of new permit 
track to meeting its and pre-approval programs such as CANPASS, NEXUS, and Free and Secure Trade 
ambitious five year (FAST). 


innovation agenda 


Since launching our Future Directions initiative in April 2001, we have been working 
with each of our key client groups to identify and implement the elements essential to 
achieving our goal of becoming a leading-edge service organization. A key element of 
our strategy has been to invest heavily in new technologies to support a wide variety of electronic services. Through 
this process, we have delivered e-government services to Canadians and are at the forefront of the Government 
On-Line initiative. Our investments in automated systems and tools are already beginning to pay dividends. For 
instance, the growing popularity of electronic tax filing is resulting in faster service, improved accuracy, and greater 
efficiency. Although we have not yet achieved our goal for the majority of all returns to be filed electronically, the 
trend is positive. More Canadians every year are taking advantage of our expanding range of self-service Internet 
options for obtaining the information they need and maintaining their accounts without having to call for assistance. 


Strengthening and enhancing our relationships with provinces and territories through an accountable, client-focused 
approach has been at the forefront of our priorities. Our aim is to reduce overlap by pursuing opportunities to offer 
more services on behalf of our partners. Doing so would lower the overall cost to taxpayers of dealing with 
government, ease compliance burdens, and deliver higher levels of service. Over the past several years, we have 
delivered a number of new one-time and ongoing provincial and territorial benefit programs, expanded our data 
transfer and exchange arrangements, participated in new business number partnerships, and enhanced our 
accountability through service management frameworks. The current federal/provincial/territorial climate is affected 
by many contentious issues outside of our control. As a result, our progress this past year was slower than planned. 
Nonetheless, we are positioning ourselves to offer more services to our partners in future years, such as expanding 
our Workers’ Compensation Board partnerships and administering other major tax programs. 
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Overall, our service strategy appears to be working. For instance, the 2002 Citizens First Survey! indicates that our 
service quality rating in the area of income tax has increased 4 points, from 55 in 2000, to 59 in 2002. The results of 
the Citizens First Survey relating to CCRA's service to Canadians, have generally been consistent with prior years. As 
well, the CCRA’s Annual Surveys! show that more Canadians feel that the CCRA is doing a good or very good job 
overall (64% in 2002 and 68% in 2001), up from 61% in 2000. Further, the results from the Annual Survey relating to 
the percentage of Canadians rating the CCRA as doing a good or very good job overall, have been broadly consistent 
against prior years. We will continue to monitor trends over the coming years to confirm that clients continue to be 
satisfied with our improvements in service. 


Human Resources Reform and Renewal 


As in any service organization, people are our most important resource. Most of our human resources innovation 
initiatives are either completed or on schedule. We are on track with the process aimed at customizing our 
classification, staffing, competencies, and compensation processes to fit our core business needs. We are making 
progress in streamlining staffing procedures, placing greater decision-making authority in the hands of managers, 
providing personalized training plans for the majority of our employees, and achieving key milestones in the 
development of a Compensation Service Delivery Model. On balance, we are on schedule with our human resources 
reform and renewal strategy. 


Administrative Reform and Renewal 


We have been working to streamline our administrative processes, policies, and systems to increase our productivity, 
generate savings, and reduce inefficiencies. Overall, we have made good progress and completed about 70% of all 
administrative reform and renewal initiatives. Through these initiatives, we estimated savings of $8.4 million this year, 
and total cumulative savings will be about $53 million over the next four years. 


Transparent Management for Results 


Our innovation agenda is founded on principles of modern comptrollership, including strategic planning, sound risk 
management, transparency, and accountability. In 2002-2003, we developed a more structured quarterly budgeting 
and expenditure reporting system, which will contribute to improved risk-management and control. In accordance 
with the 2002-2003 Federal Budget, we implemented the accrual accounting of tax revenues. We successfully piloted 
activity-based costing as a means to improve strategic cost management. Although our progress in integrating financial 
and non-financial reporting has not been as rapid as we envisioned, the first release of the automated Balanced 
Scorecard (BSC) system was provided to selected corporate planners and analysts in February 2003. As we move 
closer to 2005, the BSC will play an increasingly pivotal role in helping us improve our understanding of good 
performance drivers. We will then be able to support more effective strategic decisions and investments. We have also 
made significant progress in planning and accountability through our improved Corporate Business Plan that more 
clearly defines deliverables, and our Annual Report that presents our performance in an innovative, outcome-oriented 
manner. 


Exhibit 6 outlines our performance highlights in support of our strategic outcome of Innovation. 


1. The survey “How Canadians view the CCRA, 2002” was conducted by a marketing research company using the same 
methods as a typical opinion poll. As with many opinion poll surveys, the response rate was extremely low (13%). 
While this method may provide findings of interest, the reader should be aware that the potential for bias in either 
direction is significant. The response rate for this survey is similar to the government-wide Citizen's First Survey 
(14%), although prior CCRA surveys had higher response rates. 


Exhibit 6: Strategic Outcome Statement - Innovation 


Strategic Outcome: 


Actual Results 
for 2002-2003: 


As Demonstrated by: 


The CCRA is a leading-edge service organization. 


We have met our expectations for year three and are 
on track for our five-year plan for meeting the 
potential of our agency status to provide client- 
centred service delivery. 2001-2002 Reasonable 


2002-2003 Reasonable 


Business Transformation 


~ Client Satisfaction — The Citizens First Survey! shows a four point increase in our client service 
quality rating in the area of income tax since 2000 from 55 to 59 out of 100. As well, our 2002 
Annual Survey! indicates that the majority of Canadians (64%) feel that the CCRA is doing a 
good or very good job overall, up from 61% in 2000. An even higher percentage of respondents 
(68%) expressed this opinion last year, possibly reflecting an especially supportive view of 
government in the aftermath of September 11, 2001. 


~ Service Standards - We met or mostly met the majority of our most important service 
standards, but recognize the need to improve how we monitor and report them, particularly in 
Customs. In addition, we established six new service standards. 


— Service Innovation — Our e-commerce and Government On-Line initiatives included piloting 
new electronic filing options and expanding self-service options for managing information and 
accounts that reduce the need for clients to call. For the majority of provinces/territories, the T1 
electronic filing participation rate was close to our 50% target. 


— Customs Action Plan - We invested heavily in state-of-the-art tools and technology to interdict 
weapons and contraband. We also strengthened our partnership with the U.S. under the Smart 
Border Declaration to better secure our joint border. At the same time, we have been working to 
expedite the free flow of low-risk goods and travellers through a variety of new and enhanced 


permit and pre-approval programs such as CANPASS, NEXUS, and Free and Secure Trade (FAST). 


— Partnerships — We are making progress in advancing new partnership arrangements with the 
provinces and territories, characterized by several new Business Number and service 
management framework agreements, and an agreement to deliver a new provincial taxpayer 
refund program. : 


Human Resources Reform and Renewal - Most of our Human Resources (HR) innovation 
initiatives are either completed or on schedule. We are on track toward streamlining staffing 
procedures, placing greater decision-making authority in the hands of managers, developing 
personalized training plans for the majority of our employees, and achieving key milestones in 
developing a Compensation Service Delivery Model. 


Administrative Reform and Renewal - We have made good progress by completing about 70% 
of our initiatives aimed at streamlining our administrative processes, policies, and systems to 
increase productivity, generate savings, and reduce bureaucratic inefficiencies. Through these 
initiatives, we estimated savings of $8.4 million this year and total cumulative savings will be 
about $53 million over the next four years. 


Transparent Management for Results — We developed a more structured quarterly budgeting 
and expenditure reporting system, which will contribute to improved risk management and 
control. We have successfully piloted activity-based costing as a means to improve strategic cost 
management. Although the integration of financial and non-financial reporting is behind 
schedule, the first release of the automated Balanced Scorecard (BSC) system was provided to 
selected corporate planners and analysts in February 2003. 


1. See footnote on page 1-29 regarding the reliability of these surveys. 
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| Executive Summary 


Performance Improvement Priorities 


We have successfully delivered on most of the current-year commitments in our 2002-2003 to 2004-2005 Corporate 
Business Plan. However, our performance fell short of our expectations in some areas. These represent our priority 
areas for improvement. Twelve performance improvement priority areas carry over from last year’s Annual Report. 
Although we have made year-over-year progress in each of these areas, they remain on the list either because we did 
not fully achieve our improvement objectives for the year or because they are part of a multi-year improvement effort. 


As well, we have targeted one new area for improvement to better position the CCRA for its ultimate objective of 
agency-wide fairness monitoring. 


Last Year’s Targeted | 


Areas for — _ : oo c 
Improvement " Status _ Priorities for Improvement in 2003-2004! 
Enhance CCRA /| Although the Balanced Scorecard (BSC) system Complete the automated corporate BSC and 
performance continues to lag behind its target, positive progress integrate clear performance targets into the 
measurement was achieved through the first release of an performance measurement framework. 


automated BSC system and an in-year performance 
monitoring report in February 2003. 


E 


Improve performance We established six new service standards. As well, we ap Implement telephone service standards for customs 
against service met or mostly met the majority of our most important | and tax services and improve the monitoring of our 
standards service standards, but recognize the need to improve results against service standards, where required. 

ha how we monitor and report them. 
Meet target for level of /| We met the cash collection commitment to the Develop further strategies to manage the tax debt, | 
tax debt Government of Canada, reduced the share of accounts | including factors such as the allowance for doubtful 


more than five years old in the Tax Services Offices, 
and narrowed the gap between intake of new debt 
and production. 


accounts and accounts older than five years. 


nhance programs for /|_ Internal consultations on the compliance Develop and report measures of compliance rates 
enforcing tax measurement framework were finalized and and of the effectiveness of the audit selection using 
compliance approximately 150 indicators were identified. results from the CORE audit program 
Improve timeliness for WV) We significantly reduced turnaround times in dispute Achieve timeliness targets and minimize the levels 
processing disputes processing and met our targets in most program areas. | of non-workable files by implementing 
recommendations for improvements. 
Enhance telephone /| We met our accessibility targets in tax services and in Continue efforts to meet caller accessibility targets 


accessibility 


ie 


the CCTB enquiries line, but did not meet our targets 
for GST/HSTcredit enquiries. 


for GST/HST credit enquiries. Explore options for 
alternative service channels to provide these clients 
their information requirements. 


Enhance border 
compliance, including 


WA 


We are on track for most of our commitments under 
the Customs Action Plan and Manley-Ridge Initiatives. 


robust risk We addressed most of the weaknesses in our border and trade compliance. 

management and compliance measures and advanced the Compliance Further develop measures of trade compliance. 
performance Improvement Plan. 

measurement 


Develop a strategy for evaluating the impact of the 
Administrative Monetary Penalty System (AMPS) on 


Enhance information Y Wemade excellent progress against our Corporate 
technology (IT) Plan IT commitments for 2002-2003. 
infrastructure 
| Respond effectively to ¥Y| Many of the 14 initiatives in the Human Resource Address the delays in implementing the 
human resources Reform and Renewal strategy are in place. There are competency-based human resources management/ 
challenges delays in implementing the competency-based pre-qualification process for staffing. 


human resources management/pre-qualification 
process for staffing. Anew compensation delivery 
model was developed and approved. 
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Last Year’sTargeted | 


| Areasfor 
_ Improvemer 


Enhance client 
satisfaction surveys 


Advance modern 
comptrollership 


| Modernize financial 
systems and practices 


New Items 


We have reviewed our client satisfaction using survey 


research taken over three years. This year, we 
conducted a survey tailored to Charities clients. 


Launched the Modern Comptrollership Agency 
capacity assessment and developed an action plan. 


Implement an expanded integrated satisfaction 
survey, including for other key client groups with 
reporting by 2004. 


Complete Modern Comptrollership initiative, 
including development of communication products 
and learning programs. 


Implementation of new system applications and 
processes (FIS Phase II) to support accrual accounting 
with first reporting of CCRA Accrual Financial 
Statements in 2002-2003. 


Enhance FIS and advance the activity-based costing 
system beyond the pilot stage to more closely link 
resources to activities and results. 


Improve monitoring of 
fairness requests 


Review of the fairness registry led to a number of 
recommendations. 


Follow up on the recommendations of the review of 


the fairness registry to make necessary system 
changes by year 2005. 


1. These priorities supplement the three-year commitments presented in our 2003-2004 to 2005-2006 Corporate 
Business Plan. Specific strategies for addressing these issues will be elaborated in future business plans. 
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vY Ontrack /| Mostly on track 


X Not on track 


| Performance by Business Line 


Performance by Business Li 


The overview of our performance, provided in the previous sections of this document, is a synthesis of our 
performance across our business lines in support of our two strategic outcomes. The following section provides more 
in-depth discussion of the results we have achieved in each of our business lines. As explained in the table below, the 
work in each business line aligns with specific expected outcomes. 


_ The CCRA’s Business Lines and Relevant Expected Outcomes 


Tax Services Canadians pay their fair share! of taxes and the tax base is protected 


Benefit Programs and Other Services Canadians receive their rightful share? of entitlements 

Provinces, territories, and other government departments rely on the CCRA as a key service 
rovider 
L awe 

Customs Services Canadians’ health, safety, security, and business interests are protected and Canada’s economic 
growth is supported through responsible border and trade management 

Appeals Canadians receive an impartial and timely review of contested decisions through our redress 
process 

Corporate Management and Direction Performance of CCRA business services and operations is maximized by modern and innovative 


management approaches 


1. Fair share — in accordance with the income tax legislation administered by the CCRA. 


2. Rightful share of entitlements — only to those recipients who are eligible to receive benefits and credits, and the 
amounts they receive are correct in accordance with the legislation. 


Our performance by business line in meeting these expected outcomes is assessed in terms of our success in 
delivering on one or more anticipated results, using the same rating system as our overall performance by strategic 
outcome. We rate our performance based on whether we met, mostly met or did not meet our expectations. For each 
anticipated result, we provide a performance summary that includes the rationale for our performance rating based on 
a comparison of results we achieved against our performance expectations that reflect our Corporate Business Plan 
success criteria. Where applicable, we also comment on whether our year-over-year performance has improved or 
declined, but not enough to warrant a change in our performance rating. 


We also rate the quality of our performance information according to whether the data are considered good, 
reasonable, or weak. In evaluating our performance, we use both qualitative and quantitative indicators. Where they 
are applicable and/or available, we use survey results, statistical sampling, and relevant business volumetrics. Overall, 
we have in place management information systems that provide good, reliable information. In some cases, we rely on 
estimates to get a rough, but useful sense of a trend. In other instances, robust performance measures and indicators 
are not in place, or the supporting data is too imprecise to draw firm conclusions. In these cases, we use the best 
information we have available to make an assessment, but clearly indicate that the rating is based on weak data 


quality. 
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Tax Services 


About Tax Services 


Tax Services, the CCRA’s largest business line, directly 
touches the lives of over 29 million individuals, businesses, 
trusts, and organizations. The CCRA administers, assesses, 
and collects taxes on behalf of the federal, provincial 
(except Quebec) and territorial governments, and First 
Nations. These taxes fund a wide range of programs and 
services that ultimately contribute to the social and 
economic well-being of all Canadians. We are continuously 
working to provide quality service, improve client 
satisfaction, and maintain public confidence in the integrity 
of the tax system. | 


Activities in Tax Services include informing clients of their 
rights, responsibilities, and entitlements; registering 
businesses, charities, and deferred profit sharing plans; and 
processing and assessing client returns. We also issue . 
rulings and interpretations to clarify the application of tax 
law; collect outstanding arrears; perform reviews and audits; 
resolve double taxation cases with tax treaty partners; and 
identify, research, and prosecute suspected cases of wilful 
non-compliance. 


We administer billions of dollars in incentives, such as 
Scientific Research and Experimental Development 
(SR&ED), film, and other targeted credits and deductions 
that generate refunds or otherwise reduce the amount of tax 
that would be owed. Our outreach programs are aimed at 
combating the underground economy and increasing 
compliance both nationally and internationally. These 
programs help to ensure that the CCRA’s international and 
domestic clients receive accurate information and assistance 
in understanding their rights and obligations under the 
Canadian tax system. 


We share our best practices in tax administration through 
technical assistance to other countries. Examples include 
courses in transfer pricing and electronic file selection under 
the auspices of the Organisation for Economic Co-operation 
and Development (OECD) and our co-ordination of the 
Canadian International Development Agency’s (CIDA) India 
Project—a program to help the Government of India 
re-engineer its revenue administration processes and 
supporting technology. 
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Contributions of Others 


The work that we do is made easier through the support of 
a strong legislative foundation that includes such provisions 
as requirements for employers to withhold and remit 
deductions at source and businesses to collect and remit 
GST/HST on our behalf, as well as sanctions and penalties 
for non-compliance. Approximately 1.4 million employers 
collect and remit source deductions for 18.5 million | 
individuals, representing 84.6% of gross receipts for 
personal income tax. We also benefit from the assistance of 
the ministere du Revenu du Québec, which administers the 
GST within Quebec. Financial institutions assist us by 
providing convenient, accessible services to individuals and 
businesses so that they can receive and deposit refunds and 
remit tax payments on time. 


The CCRA also works closely with the Royal Canadian 
Mounted Police (RCMP), other law enforcement agencies, 
and the Financial Transaction and Reports Analysis Centre 
of Canada to combat money laundering, terrorist financing 
activities, and evasion of taxes or duties. Our efforts to 
achieve compliance in the international area are 
strengthened through our extensive partnership network 
with international organizations such as the OECD, the 
Pacific Association of Tax Administrators (PATA), and the 
Inter-American Centre for Tax Administrators or Centro 
Interamericano de Administraciones Tributarias (CIAT). 


| Performance by Business Line 


Tax Services 


Performance Context: Risks and 
Challenges 


The CCRA has a strong foundation for client-centred service 
delivery, and the promotion of compliance remains central 
to our operations. If we fail to ensure fairness and integrity 
in the system and do not adequately address areas of risk, 
there is a danger that the level of compliance may diminish 
and the tax base may erode over time. Our efforts to 
maintain and improve the integrity of our core programs, 
while carrying out an ambitious service innovation agenda, 
continue to be challenged by ever-increasing workload 
volumes and the government's call for ongoing fiscal 
restraint. The Horizontal Reviews that are underway in the 
CCRA are a means of identifying potential efficiencies and 
savings. However, any sizeable reduction to our base 
budget would pose a risk to our ability to deliver on our 
commitments. 


To promote compliance, it is essential that we manage 
ongoing risks as well as emerging risks associated with the 
changing nature of Canada's socio-economic environment, 
globalization, and the growth of e-commerce. Our dynamic 
environment demands vigilance and increasingly strategic 
approaches for assessing, prioritizing, and addressing 
compliance risks. 


As in virtually all countries, the underground economy has 
been a significant element in Canada for many years. 
Addressing non-compliance in the underground sector 
continues to be a high priority for the CCRA in our efforts to 
promote a level playing field among Canadian individuals 
and businesses. In order to increase taxpayer awareness of 
the underlying risks associated with participation in the 
underground economy, we collaborate with our federal, 
provincial, territorial, and First Nations partners and industry 
representatives to target specific sectors in each province 
and territory. Our joint efforts include a range of education, 
data sharing, and enforcement initiatives. The Contract 
Payment Reporting Initiative (CPR) promotes compliance in 
the construction industry, the Get it in Writing! Campaign 
addresses consumers who may consider participating in 
underground activities in the home renovation sector of the 
construction industry, and the CCRA High School 
Curriculum Initiative is developing a learning unit to be 
incorporated in the existing grade 9/10 curriculum. 
Applying penalties and publicizing enforcement actions on 
our Web site are other key components of our strategy. 


We identify cases of possible GST/HST fraud and other 
illegal underground activities through the profiling of high- 
risk registrants, informant leads, partnerships with other 
law-enforcement agencies, audits, and investigations. All 
suspected cases of fraud are evaluated for prosecution 
potential and where further investigation reveals sufficient 
evidence to support a conviction of wilful non-compliance, 
cases are referred to the Department of Justice for 
prosecution. Through our Web site, publications, and news 
releases, we publicize the results of our efforts to build 
public confidence in the integrity of the tax system and to 
deter non-compliance. 


Globalization, with its attendant multinational business 
operations and electronic flows of capital and intellectual 
property, increases the potential for aggressive tax planning 
and abusive transactions. Improper transfer pricing 
arrangements and the proliferation of tax havens pose a 
potentially significant threat to the tax base. Through our tax 
treaty partnerships and our participation in international 
organizations, such as OECD, PATA and CIAT, we develop 
international tax strategies and share information and best 
practices to mitigate the risk of international tax ; 
non-compliance. The CCRA has taken a major role in these 
partnerships by hosting the 2002 CIAT General Assembly 
and by participating in the development of a program for 
OECD-committed jurisdictions to address harmful tax 
practices. 


Under the Charities Registration (Security Information) Act, 
we have been working to address the risk that groups 
supporting terrorism may be attempting to register as 
charitable organizations. If left unchecked, such abuses 
would have the potential to undermine the confidence of 
Canadians in the charities program. This has lead to the 
creation of a dedicated team that conducts intensive 
screening and review of applications. These actions have 
resulted in a number of referrals to the Canadian Security 
and Intelligence Service (CSIS) and the RCMP. 


Spending Profile 


In 2002-2003, 53.9% ($2.12 billion) of the CCRA’s overall 
budget was devoted to the Tax Services business line. The 
CCRA spent $2.07 billion and had 28,943 full-time 
equivalent (FTE) staff delivering tax programs and services. 


This past year, the volume and diversity of information 
administered, assessed, and collected increased, and the 
CCRA was able to maintain, and in some cases increase, its 
activities. 


As shown in Exhibit 7, the largest share of the Tax Services 
resources (48%) was spent on facilitating voluntary 
compliance activities (through various service channels such 
as telephone assistance, publications, outreach services, and 
processing of returns). The second largest portion (27%) 
was spent on assisted compliance activities (reviews, 
examinations, and audits), and the remaining 25% was 
devoted to enforcement operations (collection actions, 
investigations, and prosecutions). 


Exhibit 7: Total Tax Services Resources Allocated 
to the Compliance Continuum for 
2002-2003 

$525.3 ($ million) 
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‘ Exceeded or mostly met nearly all performance against 
processing service standards; however, further performance 
improvement is still needed with respect to a number of our 
service standards 


Conclusions Against Expected 
Outcome 


We have one expected outcome: Canadians pay their 
fair share! of taxes and the tax base is protected — 
Our tax system is based on self assessment and voluntary 
compliance. We believe that Canadians are more likely to 
participate in the tax system and pay the taxes they owe if 
we provide timely and accessible services to help them do 
so. People find it easier to participate when the system is 
accessible and when service is timely and fair. The accurate, 
timely, and efficient processing of returns encourages 
participation and shortens the time between filing and the 
receipt of taxes owing or distribution of refunds. 


Although quality service and the efficient processing of 
returns help to promote compliance, there will always be 
some instances where individuals and businesses either 
unintentionally or intentionally fail to fully comply. A 
knowledgeable, skilled, and appropriately staffed work 
force that understands compliance behaviour and identifies 
areas of non-compliance is key to protecting the tax base, 
which the government relies upon to fund its social and 
economic policy objectives. This, along with a sound 
risk-management approach for guiding audit, review, and 
debt collection activities helps ensure that any leakage in 
the tax base (non-compliance) is kept at a relatively low 
level, thereby contributing to greater equity and fairness in 
the administration of tax laws. 


We have met our expected outcome through our strong 
performance against each of our anticipated results. Overall, 
in terms of Canadians participating in the tax system and 
paying their fair share of taxes, our most recent available 


1. Fair share — in accordance with the income tax 
legislation administered by the CCRA 
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Tax Services 


estimates indicate that a majority of individuals and 
businesses filed their income tax returns and paid their 
reported taxes on time. For instance, we estimate that 94.3% 
of individuals and 87.2% of taxable corporations filed a 
timely income tax return and that over 90% of all taxable 
individuals paid their reported taxes on time. Although a 
significant number of corporations do not pay their full 
balance by their due date, our statistics indicate that over 
93% of total reported income taxes are paid on time. As 
well, over 90% of employers remitted taxes they withheld 
on behalf of their employees by the due date. 


Our overall performance in service delivery and returns 
processing continues to be strong, and we have made 
significant improvements in expanding our range of 
electronic service offerings. More clients every year are 
taking advantage of our electronic self-service options, 
which allow them to get information without making a 
phone call. As well, a variety of electronic filing options that 
permit faster service and improved accuracy are now either 
available or being piloted for most types of returns, and 
participation in electronic filing continues to grow. We 
exceeded our service standard targets for the processing of 
both individual and corporate returns based on sampling. 
Overall, we have improved our performance against our 
service standards and internal performance targets. The 
2002 Citizens First Survey! indicated that our service quality 
rating by Canadians has improved by four points since 2000, 
from 55 to 59 on a 100 point scale. 


With respect to protecting the tax base, we continue to 
invest new funds to increase our audit presence, improve 
the collection of tax debt, and enhance the visibility of our 
compliance programs. Again this year, we exceeded our 
fiscal impact and collections targets. Although audit 


1. See footnote on page 1-29 regarding the reliability 
of this survey. 
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=e Clients: 23.8 million individual income taxfilers; 1.5 million 
-employer accounts; about 1.5 million corporate taxfilers; 
2.1 million GST, /HST registrants (excludes Quebec); 22,700 
registered pension and deferred profit sharing plans; and 
79,171 registered charities 


= Processing: 22.9 million individual, 1.4 million corporate, 
6.8 million GST/HST, 164,300 trust, and 123,547 charities 
returns; 34 million payments 


coverage rates overall have increased, we are not yet 
meeting all of our coverage targets. In both the audit and 
collections areas, we anticipate it will be several years 
before the full impact of our investments are realized. In our 
judgement, non-compliance, while material, generally 
remains at low levels and the tax base is protected. As we 
are not aware of any reliable and accurate methodology for 
measuring the overall level of non-compliance, our 
judgement reflects a qualitative assessment based on our 
experience and available evidence and estimates relative to 
prior years and other countries. Compliance tends to be 
higher for income subject to information reporting (over 
91.1% for wages and salaries). Non-compliance tends to be 
higher for business income (with over 38% of corporate and 
27% of self-employed income tax accounts deemed by our 
risk assessment systems to be at substantial risk). 


We continue to work on our compliance strategy so that we 
have the right mix of programs to address areas of high risk 
and non-compliance. Our risk assessment system was 
expanded and work on the Compliance Measurement 
framework continues to be refined. Ultimately, our objective 
is to improve the allocation of our resources across our 
compliance operations to make tax administration more 
equitable, collect the right amount of taxes, and impose a 
smaller burden on compliant taxpayers. 


The next section presents our Performance Summary for the 
Tax Services business line against our seven anticipated 
results. Anticipated results 1 through 6 deal with our 
strategic outcome of managing the compliance continuum, 
while anticipated result 7 relates to our strategic outcome of 
innovating for the future. These anticipated results support 
our expected outcome—Canadians pay their fair share of 
tax and the tax base is protected. 


Services: 15.4 million public enquires h handled 
Fiscal Impact: $9.2 billion - 


Audits and Investigations Completed: 301,714 audits and 
Se 990 enforcement activities 


=xpected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 1 : 


Taxpayers receive timely, accessible, reliable, an 


Performance Expectations, 


Improve take-up rate of alternative electronic information services. 


| 2002-2003 
2001-2002 


Effective communication and implementation of legislated changes within required timeframes. 


Meet service standards and internal performance indicators, particularly the most important ones. 
Ensure that processing logic and matching | pica Am identify and correct errors in favour of taxpayers, and that beneficial adjustments 


are processed in a timely manner. _ 
Respond to claimant needs in the SR&ED program. 


Performance Summary — We have met this Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e increased use of our enhanced Web site and electronic 
service offerings, reducing the need for clients to call 

e effectively implemented and communicated legislative 
changes within required timeframes 

e improved overall performance against our service 
standards 

e processed beneficial adjustments for approximately 
175,000 taxpayers 

e¢ improved client awareness of the SRGED program 


A. Providing Timely, Accessible, Reliable, and Responsive 
Service to Clients 


On balance, clients continued to have timely, reliable and 
responsive access to information via service channels of 
their choice. We have made extensive enhancements to our 
electronic service offerings. Our Web site offers easier 
navigation, increased search capability, and improved 
access to information to better meet the needs of clients 
such as: seniors, tax professionals, charities, non-residents, 
and self-employed individuals. We have also expanded our 
Interactive Information Service (IIS), which provides tailored 
responses to client questions on various topics. In addition, 
individuals can check the status of their refund and update 
their addresses through our Web site, and options are 
available to both individuals and businesses for making 
online payments, via financial institutions, to the CCRA. 
Client usage of the tax-related portion of our Web site has 
continued to grow and is now nearly triple the 2000-2001 
level (Fig. 1-1). 


Through our continuing efforts to provide more 
comprehensive and responsive online services, we have 
been able to reduce the need for clients to call or visit our 
offices for simple enquiries. However, the calls are 
becoming more complex—on average 4% longer. The 
number of unique callers declined by about 4% in 2001- 
2002 and by another 3.1% this year. Our call centre agents 
are increasingly available to respond to more time- 
consuming, complex calls and client-specific enquiries, and 
their accuracy continues to improve, based on sampling. 


1-1. Tax-Related Usage of the CCRA Web site 
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Accessibility rates for our general and business telephone 
enquiries services continue to be on target (Fig. 1-2), with 
particularly high rates achieved during our peak season 
when the majority of clients called us. We accomplished this 
in part by ensuring that knowledgeable workers were more 
readily available. This means that the vast majority of callers 
were able to reach our telephone services, it does not imply 
that they were successful in their first attempt. However, 
once callers were in queue to speak to an agent, our 
timeliness in answering calls was slightly below our internal 
performance target of answering 80% of calls within two 
minutes. 
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1-2. Telephone Caller Accessibility 


Fiscal Year 


Peak Season 


100% 4 930% 96% 
93% 94% 


95% 
90% 
85% 
80% 


Accessibility 


75% 


T =i - = 
General Business 
enquiries enquiries 


70% 2 — 1 
General Business 
enquiries enquiries 


Type of Enquiry 


1) 2000-2001 (benchmark) 2001-2002 ~—«[-_ | 2002-2003 


Our service standards for Tax Services currently focus on 
timeliness. We added six new service standards this year, 
and our overall performance against our service standards 
improved slightly (3.6 percentage points) with 59% of all 
service standards met, exceeded, or mostly met. However, 
we met or exceeded, or mostly met all seven of our most 
important standards, such as processing fairness requests, 
providing advance income tax rulings to taxpayers and 
processing individual, corporate, and GST/HST returns. 
Schedule E on page 1-107 provides a detailed listing of our 
performance against the service standards. 


We successfully implemented major legislative changes 
within required timeframes and through our rigorous and 
highly structured annual publications review process, we 
ensured that any new or changed information and 
legislation was accurately incorporated in time to meet our 
critical delivery targets for over 1,000 tax-related 
publications. 


Our 2002 Annual Survey! indicates a decline in the overall 
rating of Tax Services to 69% from 74% in 2001-2002. 
However, the 2002 Citizens First Survey! indicates that our 
service quality rating by Canadians has improved by four 
points since 2000, from 55 to 59 on a 100 point scale. We 
will continue to monitor trends over the coming years to 
determine whether our service improvements are achieving 
the expected positive impact on overall client satisfaction. 


B. Ensuring Fairness 


The CCRA strives to collect the correct amount of tax— 
neither too much nor too little. As part of the individual/ 
employer tax-matching effort, we refunded $50.6 million to 
some 175,000 individuals who understated the amount of 


1. See footnote on page 1-29 regarding the reliability 
of these surveys. 


taxes prepaid through employers’ withholding of source 
deductions, a decrease of $7.4 million for approximately 
41,000 fewer taxpayers from the previous year. In support 
of fairness, the CCRA forgave an estimated total of 

$321 million in interest and penalties for extenuating 
circumstances such as financial hardship, including 

$257 million pertaining to Tax Services ($245 million in the 
previous year). We met our service standard for processing 
requests for cancellations and waivers. While much of the 
day-to-day administration of fairness in the CCRA is 
conducted within Tax Services’ various programs, the 
overall responsibility for coordination of the Fairness 
Initiative falls under the Appeals business line. 


Through our rulings and technical interpretation services, 
we responded to over 6,000 requests on income tax, excise 
duties, and GST/HST legislation. We provided a survey to all 
external advance income tax ruling and technical 
interpretation clients who received a written response. Of 
the clients that responded, 96% were satisfied with the level 
of service they received. 


To enhance fairness, new regulations for licensing and 
registration were implemented in advance of the Excise Act, 
2001 coming into force for the benefit of clients. As well, 
amendments to the GST New Housing Rebate were made to 
permit approvals of rebate applications for owner-built 
homes after the period otherwise allowed. 


The SR&ED program is the largest federally supported 
incentive program for industrial research and development 
in Canada, currently serving some 11,000 claimants each 
year and providing an estimated $1.6 billion in tax credits. 
We took steps to increase program awareness and 
established a partnership committee with private sector 
representatives. The Preclaim Project Review (PCPR) and 
the Account Executive services demonstrate our 
commitment to being more responsive to the needs of 
Canadian businesses. The PCPR service provides an up-front 
review and a preliminary opinion of eligibility, which helps 
businesses with planning and investment decisions before 
the incentive is claimed. We completed 1,010 PCPRs this 
year. The number of companies taking advantage of 
Account Executive services increased by 23% this year to 
1,037. To further improve client awareness of the SR&ED 
program, two key documents dealing with experimental 
development and the supporting of technical aspects of a 
claim were developed and are available on our Web site. 


Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 2 : 


Processing of returns is accurate, t 


Performance Epc cations: 


= 2002-2003 | 2003 


2001-2002 Mostly met 


* Meet service standards and internal performance targets for processing times, while aes ahigh degree of. accuracy. 


* Increase participation in electronic filing. 


Performance Summary — We have met this Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e met or exceeded our processing time service standards 
and internal performance targets for nearly all major 
tax lines, while maintaining accuracy 

¢ continued growth in electronic filing for T1 individual 
returns and expanded electronic filing options for other 
types of returns 


We met or exceeded our processing time service standards 
and internal performance targets for nearly all major tax 
lines. Based on sampling, we exceeded our service standard 
for processing T1 individual returns. It took less than four 
weeks on average to process 12.7 million paper income tax 
returns and less than two weeks on average to process 

9.7 million electronic T1 returns. Moreover, all T1 returns 
filed on time (by April 30) were processed by mid-June, 
thereby allowing sufficient time to update account 
information required for the new benefit year. Based on 
sampling, a high degree of processing accuracy was 
maintained. Our Annual Survey! indicates that 88% of 
taxpayers were either somewhat or very satisfied with the 
time it took to receive their Notice of Assessment or refund, 
an increase from 85% the previous year. 


Our processing time for T2 corporate income tax returns has 
improved substantially and met our service standard 

(Fig. 2-1). The processing time for GST/HST returns mostly 
met our service standard, and the processing times for 2001 
T4 and T5 information returns exceeded our internal 
performance targets. Although we dramatically improved 
our processing time for T3 trust returns (77% within 

4 months from 46% the previous year), more work is 
needed to achieve our 95% target. We have continued 
development of our Automated Trust System (T3) and 


1. See footnote on page 1-29 regarding the reliability 
of this survey 


implemented automated notices of reassessment. As a result 
of the Voluntary Sector Initiative, a streamlined and simpler 
T3010 charity return was introduced. We processed all 
123,547 charity returns by the fiscal year-end in order to 
clear the backlog from the previous year. 


An important part of our processing strategy is to continue 
to improve electronic filing take-up rates and expand 
electronic filing options. Not only are we able to process 
electronic returns in about half the time it takes to process 
paper returns, the use of electronic returns also avoids 
many of the costs and errors associated with paper 
processing. 
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The national T1 electronic filing participation rate was 43.4% 
(calculated on assessed returns), below the national target 
of 50%. Although this target was met or close to being met 
in most provinces, lower participation rates in other 
provinces played a major role in affecting national results. 
We are developing a strategy to target the marketing of our 
electronic filing options. One of our challenges will be to 
encourage over 3 million individuals and 2.8 million third- 
party preparers who filed computer-prepared returns on 
paper to begin filing electronically. We piloted electronic 
filing options for several other types of returns such as T2 
corporate, T4 and GST/HST returns, and expanded T1 
ERICE: 
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Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


AnticipatedResult 3 
aa of tax debt i is as targeted level , : ; 


performance Eee ene 


Performance Data 
rating quality 


2002-2003 Mostly met Good 


2001-2002 Mostly met Good 


¢ Dollar value of accounts resolved to meet or exceed intake of new debt. 


+ Meet cash collection Government of Canada commitment. 
* Reduce the share of accounts over five years old. 


Note: A review of performance indicators demonstrated that the ratio of undisputed assessed arrears to gross revenue is not a meaningful or 
relevant indicator of our performance and it will no longer be reported. 


Performance Summary — We have mostly met this 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ resolution of accounts (through cash collections, write- 
offs, and other adjustments) came close to meeting the 
intake of new debt 

e exceeded cash collections commitment to the 
Government of Canada by $530 million 

e reduced the share of accounts over 5 years of age in our 
Tax Services Offices (TSO) 


In 2002-2003, the Government of Canada changed its 
accounting policy to a full accrual basis rather than the 
modified cash basis, as announced in the 2003-2004 
Federal Budget. This change in accounting method greatly 
increased the amount reported as a receivable. Under the 
accrual basis of accounting, the CCRA Financial Statements 
indicate a total of $50.8 billion in receivables. Of this 
amount, approximately $30 billion is attributable to the 
recording of accrued receivables which relate to the current 
fiscal year but which are not payable until the next fiscal 
year. The vast majority of these amounts are paid when they 
become due and require no collection action. The 
remainder of the $50.8 billion consists of $4.6 billion in 
amounts in dispute and $16.2 billion in undisputed arrears 
(accounts receivable). We assess our performance in 
managing our accounts receivable program, as discussed 
under this anticipated result, on actual assessments that are 
under collection status ($10.2 billion). Notes 2 and 4 of the 
CCRA’s Financial Statements Administered Activities provide 
further explanation of amounts receivable on an accrual 
basis. 


The vast majority of individuals and businesses pay their 
reported taxes on a timely basis, and less than 5% of all 


assessed taxes and excise duties are referred to our 
Accounts Receivable program for collection action each 
year. The primary purpose of the Accounts Receivable 
program is to collect outstanding balances in a timely and 
efficient manner. However, some of these arrears are not 
recoverable for various reasons, such as the financial 
situation of the taxpayer. The collection of these balances is 
an important element of the compliance continuum and is 
intended to help ensure that all taxpayers pay their fair 
share and that the revenue needed to fund government 
programs remains available. 


Our most significant challenge managing accounts 
receivables has been to reduce the gap between the 
accounts resolved (either through collection or write-off of 
accounts that are uncollectable, and other adjustments) and 
the rising trend in new intake of debt (Fig. 3-1). The CCRA 
obtained additional resources from the Government of 
Canada to support the implementation of various strategies 
to improve our capacity to address the intake of new debt 
as well as the aging of arrears. With the aid of these 
additional resources, we have focused our accounts 
receivable strategy on three key objectives: keeping the 
pace of resolving accounts in line with intake of new debt; 
meeting our cash collection commitment to the Government 
of Canada; and reducing the age of accounts receivable. 
This year, the resolution of accounts included cash 
collections of $8.7 billion, exceeding our commitment to the 
Government of Canada by $530 million, as well as 
approximately $1.7 billion in write-offs of bad debts. Taken 
together, this came close to matching our intake of 

$11.1 billion in new debt. To address our commitment with 
respect to the age of accounts receivable, we increased our 
focus on older accounts in our TSOs. We reduced the 
amount of arrears for accounts over five years from 

$2.3 to $2.2 billion, and the share decreased from 19% to 
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18% of all arrears, not quite achieving our commitment of 
17.61%. 


Approximately, 18% of the $1.7 billion in bad debts that 
were written off this year was covered under the 
bankruptcy and insolvency statutes. In each of the previous 
two years, write-offs were lower, amounting to 
approximately $1 billion. The Office of the Auditor General 
of Canada has noted in its April 2002 audit of the CCRA that 
“The Agency has a number of controls in place to guard 
against inappropriate write-offs. Different levels of authority 
approve write-offs as their amounts increase; the higher the 
amount, the higher the level of authority to approve it.” 


Largely as a result of sustained high-cash collections, 
increased write-offs, and a change in the accounting method 
for Customs receivables, the overall total of undisputed 
assessed arrears grew by less than 2% (from $15.9 billion to 
$16.2 billion) compared to 14.4% the previous year. We 
have reviewed the appropriateness of using the ratio of 
undisputed assessed arrears to gross revenue and have 
determined that it is not a meaningful or relevant indicator 
of our performance. The level of gross revenue is 
influenced by factors outside the CCRA’s control, such as 
economic conditions and government fiscal policy. The cost 
to resolve $1,000 remained at $17. 


3-1. Total Undisputed Assessed Arrears, Intake, and 
Accounts Resolved 
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* Intake and accounts resolved amounts relate to TSO collections 
activity. The $16.2 billion does not include $4.6 billion in assessed 
amounts under dispute, against which we are precluded by law 
from taking active collection measures. 


Of the $16.2 billion in undisputed arrears owed to the 
Government of Canada, the largest share ($7.4 billion) is 
owed by individuals, followed by $4.1 billion owed by GST/ 
HST registered businesses. 


3-2 Total Undisputed Assessed Arrears By Revenue as of 
March 31, 2003 
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The CCRA is working to ensure that the majority of arrears 
is collected; 18% has already been arranged or secured and 
53% is being negotiated and worked on by our collections 
officers. Approximately 7% is being pursued under the 
Bankruptcy and Insolvency Act (BIA). We estimate that 22% 
of the undisputed arrears may eventually be written off. 
However, this percentage could be as high as 36% 

($7.2 billion allowance for doubtful accounts) depending on 
the resolution of accounts that are currently under 
negotiation or under dispute. A recent Supreme Court of 
Canada decision held that the collection of debts assessed 
pursuant to the Canada Income Tax Act is subject to the six- 
year limitation period of the Crown Liability and 


‘ Proceedings Act. This decision further ruled that the 


collection of provincial income tax debts is governed by 
provincial limitation law and significantly impacts the 
collection of those debts which exceed the applicable 
limitation periods. We are currently working with the 
Department of Finance to obtain retroactive amendments to 
existing legislation that will ensure that all taxpayers are 
treated equally and the tax base continues to be protected. 


We implemented many innovations to improve workload 
allocation, streamline procedures, and put a stronger focus 
on program delivery. We piloted the personal income tax 
(T1) “national pool” of accounts, that allows collectors to 
access national arrears workloads, notwithstanding previous 
geographic barriers. This initiative resulted in the 
streamlined collection of $165 million in cash, the closing of 
41,000 accounts and freed up more TSO resources to 
address complex accounts. With the success of the pilot, we 
will be implementing this initiative nationally in the coming 
year. Our National Collections Call Centre is internationally 
recognized and used as a model by other revenue 
administrations such as Japan’s National Tax Agency. The 
centre addresses high-volume, low-risk personal income tax 
and GST/HST accounts. This year it handled 2.1 million calls 
and dealt with $1.2 billion dollars in arrears. 
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Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 4 


"Compliance behaviour is unc erstoo 


Performance Expectations: 


a : mplial ce and enforcement 
resources is guided by risk with a view to minimizing areas of non- compliance 


Performance Data 
rating quality 


2002-2003 Mostly Met Reasonable 


2001-2002 Mostly met Reasonable 


* Improve our analysis and reporting of compliance behaviour to assist in the development, refinement and targeting of compliance 


programs. 


Continue our information matching programs to permit us to effectively identify discrepancies between amounts reported on tax 


returns and third-party information reports. 


Improve our audit and enforcement programs to effectively identify high-risk returns. 


Performance Summary — We have mostly met this 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ prompt analysis and reporting of compliance behaviour 
assisted in the development, refinement and targeting of 
compliance programs 

¢ identified reporting discrepancies on key income and 
deduction items reported on tax returns and by third 
parties 

¢ incorporated new criteria into our national risk 
assessment system; however, further work is needed to 
improve our Capacity to assess and respond to 
compliance risks 


To guide the allocation of our compliance and enforcement 
resources, we conduct research to assess compliance risks 
and understand the sources and causes of tax under- 
reporting. Our experience suggests that non-compliance is 
most prevalent within our self-employed and corporate 
accounts. Informed by our experience and judgement, our 
national risk assessment system employs automated criteria 
to flag business accounts that are deemed to be at 
substantive risk of non-compliance with respect to over 180 
compliance indicators (Fig. 4-1). This year, 31 new criteria 
were added to our national risk assessment system and 
more refinements were made to existing criteria to improve 
our capacity to evaluate risks and target non-compliance for 
a variety of international and domestic tax issues. All 
income tax returns and goods and services accounts are 
examined against a series of criteria to determine whether 
there are characteristics indicating possible non-compliance. 
Largely as a result of the refinement and inclusion of new 
criteria, the percentages of individual self-employed (27%) 
and corporate accounts (38%) flagged by our system were 
somewhat higher than in the previous year (22% and 31%, 


respectively). We have been working to expand our 
understanding of compliance through the design and 
implementation of a comprehensive Compliance 
Measurement Framework. 


4-1 Estimated Percentage of Business Accounts Deemed to 
be at Substantive Risk of Non-Compliance 
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Through our Tl matching program, we compare amounts 
reported by individuals for a wide range of income and 
deduction items (such as wages and registered pension plan 
contributions) to the amounts reported on third-party 
information slips. Compliance with respect to these items is 
high overall, and for the minority of taxpayers who do make 
reporting errors, the matching process allows us to 
effectively identify and correct these errors. This year, we 
assessed an additional $340 million in taxes under the 
program. Further $50.6 million was refunded to 175,000 
individuals. For key credit and deduction items not subject 
to third-party reporting, we conduct random verifications 
both to assess compliance risks and to guide our targeted 
validation efforts. Based on the 2001 tax year, compliance 
overall for these items is also reasonably high at 91.1%, but 
has declined somewhat from the previous year’s 92.8%. 
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Our evaluation of compliance risks includes an assessment 
of filing and registration compliance within each of our 
major business lines. Our most recent analysis indicates that 
most individuals and businesses continue to file their 
required returns on time (Fig. 4-2). Over 82% of known 
Canadian businesses (excluding Quebec) registered for the 
GST/HST as appropriate—a high degree of registration 
compliance given that not all businesses are required to 
register. As well, we have recently conducted an analysis of 
compliance by employers with their requirement to file T4 
information returns. The results indicate that most 
employers file their returns and remit the taxes they have 
withheld on behalf of their employees without any direct 
intervention from the CCRA. For the minority of individuals 
and businesses who are not in compliance, we maintain an 
active program to identify and target non-filers and 
non-registrants. Last year, this program was successful in 
bringing nearly 647,000 individuals and businesses into 
compliance with their filing and registration requirements. 


4-2 Filing Rates* 
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* Prior year rates have been revised for taxable corporations and 
all corporations, due to a system change. Most recent available 
estimates for individuals are based on 2001 census information 
and prior year rates have been revised accordingly. 


The above programs help us understand compliance 
behaviour and serve as a guide for the allocation of our 
compliance and enforcement resources. In an April 2002 
benchmarking study of best practices in enforcement by a 
major independent consulting firm, the CCRA was judged to 
have the most advanced statistically-based risk assessment 
system among the 12 respondent government organizations, 
including the United States, the United Kingdom, Australia, 
and New Zealand, that rely on inspections and 
investigations for enforcement. Our targeting criteria based 
on these programs are regularly refined and updated to 
account for observed changes in compliance behaviour and 
to address newly identified compliance indicators. For 
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example, there is a risk that Canadians’ confidence in the 
charities program may be compromised if groups 
supporting terrorism are not prevented from registering 
under the program. This has led to the creation of a 
dedicated team that conducts intensive screening and 
review of applications, and has culminated in a number of 
referrals to CSIS and the RCMP. 


We devote more of our compliance and enforcement 
resources to those areas where our assessments indicate that 
the risk and potential revenue consequences of 
non-compliance are higher—a strategy designed to make 
the tax system more equitable, recover more revenue, and 
impose a smaller burden on compliant taxpayers. For 
instance, our target audit coverage rates call for a much 
larger audit presence among large corporations than among 
individuals and small businesses. An expanded discussion 
on audit coverage can be found under Anticipated Result 5. 
Within a given program area, accounts flagged as high risk 
by our targeting criteria are far more likely to be selected for 
validation and audit. Such accounts consistently show a 
higher frequency and average magnitude of tax adjustments 
than those that are selected at random, which indicates that 
our targeting criteria are generally effective. 


Our current risk-assessment systems do not cover all. 
compliance issues, and we are not aware of any accurate 
and reliable methodology for estimating the overall level of 
tax compliance. Nevertheless, our qualitative assessment— 
based on our experience and guided by available evidence 
and estimates—is that while non-compliance overall is 
certainly material, it remains at relatively low levels, 
consistent with prior years and in relation to other countries. 
Much of our assurance comes from our robust system of 
checks and balances (particularly our withholding, 
prepayment, information matching, validation, and audit 
programs) that promotes accurate reporting and facilitates 
the early detection of reporting errors. As our Compliance 
Measurement Framework matures, we anticipate that our 
assessment will be guided by a more comprehensive set of 
compliance indicators. 


Performance by Business Line 


Tax Services 


Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 5 


‘The right compliance programs. are used and are effectively and effi cent delivered 7 


Performance Expectations 
Increase participation in education and outreach programs. 
Meet audit coverage target levels. 
Increase participation in audit protocol agreements. 


Meet commitment regarding fiscal impact of compliance programs. 


Performance Summary — We have mostly met this 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ accomplished our annual education and outreach 
objectives (e.g., 08 community Visits) 

e did not achieve all of our audit coverage targets, 
although coverage rates increased across all major tax 
lines 

e increased participation in audit protocol agreements 
by 10% 

e exceeded our fiscal impact commitment to the 
Government of Canada by 15.2% 


To properly manage the compliance continuum, it is 
essential to have a range of programs tailored to the needs 
of specific client groups. The appropriate compliance 
program may involve education, outreach, service, review, 
enforcement, or a combination of these elements. Below, 
we highlight some of our key programs to address 
compliance issues. 


Underground economy initiatives — Addressing non- 
compliance in the underground sector continues to be a 
high priority for the CCRA in our efforts to promote a level 
playing field among Canadian individuals and businesses. In 
order to increase taxpayer awareness of the underlying risks 
associated with participation in the underground economy, 
we collaborate with our federal, provincial, territorial, and 
First Nations partners and industry representatives to target 
specific sectors in each province and territory. Some of our 
initiatives in this area are indicated in the following chart. 


Performance Data 
rating quality 


Underground Economy Initiatives 


The CRAIN Visits Initiative reaches out to communities 
where we feel non-compliance may be an issue. We conducted 
68 community visits, contacted 8,862 businesses, and made 81 
ports/wharf visits meeting with 216 fish buyers 


The Contract Payment Reporting Initiative (CPRI) promotes 
compliance in the construction industry through the matching 
of third-party information on payments made to contractors 
against their tax returns. We performed 4,170 audits, which 
resulted in the discovery of $38.5 million in unreported income 


The High School Curriculum Initiative was developed in 
partnership with four provinces. A learning unit to introduce 
tax concepts at the high school level was elaborated for 
incorporation into the existing curriculum. The goals are to 
make students aware of their responsibilities as citizens as well 
as the risks associated with participation in the underground 
economy 


The Get it in Writing! Campaign promotes awareness among 


consumers of the risks of dealing with underground 

contractors in the home renovation sector 
Applying penalties and publicizing enforcement actions are 
other key components of our underground economy 
strategy. We identify cases of possible GST/HST fraud and 
other illegal underground activities through the profiling of 
high-risk registrants, informant leads, partnerships with 
other law-enforcement agencies, and audits and 
investigations. All suspected cases of fraud are evaluated for 
prosecution potential and where further investigation 
reveals sufficient evidence to support a conviction of wilful 
non-compliance, cases are referred to the Department of 
Justice for prosecution. Through our Web site, publications, 
and news releases, we publicize the results of our efforts to 
build public confidence in the integrity of the tax system 
and to deter non-compliance. 


Audits — Before becoming an agency, the CCRA 
experienced a sustained period of increasing workload 
volumes and return complexity without a compensating 
increase in compliance resources. This contributed to a 
declining trend in audit coverage, which if sustained, had, in 
our judgement, the potential to undermine the confidence 
of Canadians that the tax system is equitable and that more 
serious cases of non-compliance are being addressed. With 
additional funding from the Government of Canada, we 
have been working to reverse this trend and gradually raise 
audit coverage rates in line with a series of increasing 
targets over the 2001-2002 to 2005-2006 period. Coverage 
rates for each of our major tax lines are now uniformly 
higher than in 2001-2002, and we have exceeded this year's 
targets for GST/HST taxpayers, unincorporated businesses 
(Fig. 5-1), and medium sized corporations (basic files) 

(Fig. 5-2). However, audit coverage on small corporations 
(corporate files) and large corporations Carge files) fell 
somewhat short of targeted levels (Fig. 5-1 and 5-2). 


To address growing concern over potentially abusive tax 
avoidance arrangements, approximately 54% of the 384 
unique large-file audit cases screened have lead to 52 audits 
of avoidance issues so far, with another 80 cases still in the 
consultation stage. 


Given the size and complexity of large-file cases and the 
high frequency with which large corporations are audited, 
we have in place an audit protocol agreement program to 
promote co-operation, openness, and flexibility in the audit 
process. The participation rate for protocol agreements 
increased by ten percentage points this year. 


5-1 Estimated Audit Coverage Rates: Small and Medium- 
Sized Businesses and GST/HST Files 
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5-2 Estimated Audit Coverage Rates: Large Corporations 
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Investigations — Evasion and fraud represent the most 
flagrant aspects of non-compliance. In response, 374 
income tax, GST/HST, and customs investigations were 
referred to the Department of Justice for prosecution, 
compared to 351 cases in the previous year. In addition, 
prior referrals resulted in 377 convictions of individuals and 
businesses this year, relating to revenue losses of $17.9 
million. The courts imposed $15.9 million in fines and 
sentenced 54 persons to prison terms totalling 68 years. In 
addition, the ministére du Revenu du Québec (MRQ), on 
behalf of the CCRA, referred 26 GST investigation cases for 
prosecution, and Quebec courts levied $3.6 million in fines. 
Customs investigations further contributed by investigating 
649 non-prosecution cases, which resulted in $29.5 million 
in Customs civil assessments. Recent Supreme Court 
decisions have instituted limitations on certain tools used by 
investigators to obtain information in support of criminal 
prosecutions of tax and duty evasion and fraud. We are in 
the process of revising our policies and procedures to 
ensure that our activities comply with the guidance 
provided by the Court. 


International tax and e-commerce compliance 
initiatives — Fuelled by the rapid growth in foreign trade 
and electronic commerce, international tax compliance 
issues have become more prominent in recent years. A key 
compliance issue in international transactions is the price 
that should be reported between a corporation and its 
foreign affiliates. To promote compliance and reduce the 
burden associated with reporting such transactions, the 
CCRA has an Advance Pricing Arrangement (APA) program. 
We completed 15 APAs in 2002-2003, raising the total 
number of agreements to 55. Work to promote the program 
continues. We also continue to support and co-ordinate 
Canada’s strategic partnerships with tax-treaty partners to 
promote international co-operation, protect Canada’s tax 
base, and share common problems and best practices. This 
support is reflected in our participation in international 
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forums such as OECD, PATA, the Seven Country Tax Haven 
Group, and CIAT. 


Another important compliance area involves the level of 
awareness of non-residents and prospective immigrants 
about their tax obligations and entitlements. In response to 
a recommendation from the Standing Committee on Public 
Accounts, the CCRA agreed to begin to report on 
methodologies, tools and strategies used to identify and 
challenge offshore tax planning arrangements, and on the 
number of treaties that it administers and those under 
negotiation. For the purposes of this reporting, the CCRA 
understands income to be income earned outside of Canada 
by residents of Canada. We will also report on the tax-at-risk 
and amounts reassessed in identified cases involving the use 
of offshore tax planning arrangements and the amount of 
tax collected from non-residents who earned income in 
Canada. Methodologies and strategies include analysis and 
risk assessment, quality service, outreach and education, 
strategic partnerships, legislative, policy and regulatory 
changes and credible and targeted enforcement. Tools 
include tax haven audit guides, foreign reporting 
information returns, a disposition audit guide and tax haven 
country overviews (referred to as Tax Haven Grids). 


Currently, Canada has 79 tax treaties concluded, signed by 
the Department of Finance and in force in 2003, eight 
treaties have been signed but are not yet in force, and 19 
are under negotiation or renegotiation. This year, all 
off-shore tax cases resulted in $1 billion in fiscal impact. The 
amount of tax-at-risk in cases presently under review 
involving the use of offshore tax planning is estimated at 
$200 million, and we have a number of “indirect loan cases” 
that have a potential tax recovery of $250 million. 


The most recent figures show approximately $3.7 billion in 
tax was paid by non-residents of Canada on income earned 
from Canadian contract services, investments, pensions, 
dispositions of taxable Canadian property and other taxable 
sources. As part of our outreach effort to prospective 
immigrants, our Newcomers to Canada brochure and our 
Are you a Newcomer to Canada? brochure have recently 
been translated into Chinese, and to date have been 
accessed approximately 50,000 times on our Web site. 
Enhancements to our outreach services have been planned 
to better support Canadian expatriates, trade missions, and 
potential foreign investors. 


As the Internet becomes a more prevalent means of doing 
business, we are building a dedicated team of Internet 
Business Audit specialists. Work progresses on the auditing 
of the 200 businesses targeted. 


Fiscal impact — The total gross fiscal impact of our 
programs was approximately $9.2 billion (Fig. 5-3), 
exceeding our commitment to the Government of Canada 
by 15.2%. We estimate that approximately 16% of this 
amount will be subject to appeals and another 6% will be 


-uncollectable, for a net fiscal impact of over $7 billion. 


Approximately $2.0 billion out of the $9.2 billion gross fiscal 
impact was generated through programs that were not 
reported on in our previous annual reports; specifically, 
GST/HST and Employer Trust Accounts, Charities, and 
Registered Plans. Excluding these programs, the gross fiscal 
impact exceeded our commitment to the Government of 
Canada by approximately 12% supported by an additional 
7.6% increase in FTEs. 


5-3 Tax Compliance Activities - 2002-2003 
Total Gross Fiscal Impact* of $9.2 billion 


Large Business Audit 
$2,417M (810 FTE) 


s| 9) : 
Ales 5G 26.2% 


Small and Medium Enterprises 
Audit $1,617M (4,471 FTE) 


|_| Non-filers and Non-registrants 
$1,665M (745 FTE) 


[116.4% 


_| Other Audit Programs* 
$1,518M (2,693 FTE) 


£2 17.5% 


GST/HST and Employer Trust 
18.0% Accounts $2,027M (1,696 FTE) 


* Total gross fiscal impact includes federal and provincial tax 
(participating provinces only), federal tax refunds offset or 
reduced, interest and penalties, and present value of future tax 
assessable where appropriate. Our net fiscal impact after appeals 
(16%) and collection actions (6%) is over $7 billion. 


* Other Audit Programs includes Tax Avoidance, International Tax 
Programs, Verification Programs, Tax Incentives, Investigations, 
Registered Plans, and Charities. 


Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 6 


Actively seek legislative chan: es as required to enhanc 


misreporting and unintentional non-complia nce | 


Performance Expectations: 


2001-2002 Reasonable 


* Identify issues and make recommendations to the Deseret of Finance for legislative changes. 


* Create new regulations and draft amendments to legislation. 


Performance Summary — We have met this Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e identified issues and made recommendations to the 
Department of Finance for legislative changes 

e¢ created new regulations and drafted amendments to 
existing and new legislation, including the new Excise 
Act, 2001 


We continued to work with the departments of Finance and 
Justice to ensure that proper legislation exists to realize the 
government’s objectives for fairness and the promotion of 
voluntary compliance in the tax system. We participated in 
several improvements to existing legislation and were 
involved in creating new legislation. 


This year, the new Excise Act, 2001 received Royal Assent. 
This Act was developed to provide a more efficient 
framework for administering and enforcing the taxation of 
alcohol and tobacco products. We created several new 
regulations in anticipation of its coming into force on July 1, 
2003. For the already existing Excise Act, we helped in 
drafting amendments that were consequential to the passing 
of the Excise Act, 2001. 


For the Income Tax Act, we participated in drafting 
amendments on donations to foreign universities, 
extensions to time limits for filing elections and information 
returns, and the provision for electronic information returns. 
An extensive revision of Non-Resident Trust and Foreign 
Investment Entity rules (also in other acts) under the 
Foreign Reporting Requirements (FRR) was undertaken to 
address existing legislative weaknesses in the protection 
against investment in tax havens. For the Excise Tax Act, we 
took part in drafting amendments to the treatment of ships’ 
stores and the taxation of tobacco products. 


We also partnered in the drafting of amendments to the 
Canada Pension Plan, initiated amendments to the 
Children’s Special Allowances Regulations, and made 
recommendations for change to both the Air Travellers 
Security Charge Act (to respond to industry and security 
pressures regarding the application of the charge) and the 
Charities Registration (Security Information) Act. Across 
several acts, we participated in drafting budget provisions 
including changes to the automobile benefit rules, the 
Canada Child Tax Benefit, and resource taxation. 


We continued to monitor emerging issues and court cases to 
gauge the need for changes in legislation and in the way the 
tax system operates. Where appropriate, we put in place 
administrative and legislative contingency plans to allow us 
to respond in a timely fashion to possible outcomes. In 
order to improve reporting on legislative issues, we initiated 
the development of an electronic file tracking system. 


In response to the growth in e-commerce, a technical 
information bulletin was created and posted on our Web 
site to provide and explain the provisions of legislation 
relevant to e-commerce. Also, this year, we were involved 
and continue to be involved in the negotiations taking place 
with the U.S. for the settlement of the softwood lumber 
dispute. 


Under the Voluntary Sector Initiative, an accord was signed 
by the Prime Minister last year to strengthen the relationship 
between the voluntary sector and the Government of 
Canada. Work continues to put the agreement into practice 
at the CCRA. Also, this year we participated in the Joint 
Regulatory Table, which produced a report calling for 
improvements to the federal legislative and regulatory 
environment in which the voluntary sector operates. The 
report focused on improvements such as a shortened 
annual return, better accessibility and transparency. 
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Expected Outcome 


Canadians pay their fair share of taxes and the tax base is protected 


Anticipated Result 7 : 


Core business is under transformation to better meet our mission _ 


Performance Expectations: 


2002-2003 


Performance Data 
rating | quality 


Reasonable 


2001-2002 


* Deliver on commitments as stated in the CCRA Corporate Business Plan. 


Performance Summary — We have met this Anticipated 
Result, as demonstrated by the following performance 
against our expectation: 


e successfully delivered on key innovation commitments 
stated in our Corporate Business Plan 


We successfully met key innovation commitments under 
Future Directions. Transforming our core business in a 
manner that keeps pace with changes in technology, 
business and management practices, and the expectations of 
Canadians is at the core of this change objective. 


We expanded the range of electronic service delivery 
options available. We enhanced our Web site and added 
content to our Interactive Information Services, and have all 
major policy documents, forms, and guides on-line. 
Business registration on-line is continually growing in 
usage, and the charities registration form is now available 
on-line. There are future plans for EFILE capabilities. Online 
filing options are being expanded for all client groups, and 
telephone filing options are available for certain returns. A 
substantial number of our clients are taking advantage of 
these services. 


We work in close partnership with other government 
departments, the provinces, territories, First Nations and 
private sector to simplify and streamline products and 
services. 


Partnerships 


CCRA‘s Web site realignment with the Government of Canada’s Web site to 
provide more seamless and tighter integration with the various identified 
gateways and clusters 


Joint Business Number registration initiatives with New Brunswick, Manitoba, and 
the Workers’ Compensation Board of British Columbia 


Partnership with HRDC to reduce burden on employers for payroll requirements 


Private sector collaboration in developing software options for T4 payroll 


software and Corporation Internet Filing 


Voluntary Sector Initiative and the Joint Regulatory Table to identify areas for 


improvement in the administration of registered charities 


Partnership with international organizations and countries (i.e., OECD) who want 
to model their tax programs on ours and find common ways to do business 


Under the SR&ED program, joint CCRA-industry committees developed 
brochures and sector-specific guidance documents. The SR&ED Partnership 

Committee is currently participating in the development of a Strategic Business 
Plan for the program 


Work progressed on the re-engineering and enhancement of 
the following projects: GST/HST Redesign, Other Levies 
System (both of which incorporate the standardized 
accounting platform), T3 Automation project, Tl Matching 
Redesign, Magnetic Media Redesign, and EFILE 
Modernization. 


The GST/HST Redesign project will enable us to better 
interface with the ministeére du Revenu du Québec and the 
three harmonized provinces. The GST/HST Enhanced 
Registration Review (GERR) project will identify high-risk 
registrants before they receive any payments, and the 
refined GST/HST credit return and rebate automated edit 
checks will be more discriminating. 


We initiated several projects to enhance our programs and 
processes including debit cards for payments at selected 
TSOs, and pre-authorized account debits for instalment or 
arrears payments in 2001. As well, new scanning technology 
will capture evidentiary documents for court prosecution. 


Progress Against Areas Targeted for Improvement in the 


2001-2002 Road Ahead | 


coverage of these items in the Summary of the Corporate 
Business Plan 2002-2003 to 2004-2005 are provided, where 
applicable. The chart lists the specific immediate-term 
priorities for improvement we will be undertaking in 
2003-2004, and indicates whether the item is a longer-term 
initiative to be addressed in the Summary of the Corporate 
Business Plan 2004-2005 to 2006-2007. 


The 2001-2002 Annual Report identified areas targeted for 
improvement in each business line in a section called “The 
Road Ahead — 2002 and Beyond”. The chart below indicates 
the progress we have made to address the performance 
issues for this business line in 2002-2003, and adds new 
items that have arisen as a result of the evaluation 
undertaken in this year’s report. Page references to more 


Items from 2001-2002 Annual Report 


Implement multi-faceted 32 v  Piloted the “National pool” and continued Expand the “national pool” project, Yes 
framework for managing modernization of work processes at the National incorporate collection of T2 accounts at 
accounts receivable, Collections Call Centre. Bankruptcy/Insolvency the National Collections Call Centre, and 
including nationalizing Strategy is under development. finalize the Bankruptcy/Insolvency 
collections workload Strategy. Develop strategies to address 
impact of the Supreme Court decision 
and high levels of allowance for doubtful 
accounts. 
Deploy the additional 33 Encountered staffing difficulties in the T2 audit Maximize the additional resources Yes 
resources provided by the program areas. provided by the government to meet 
government to meet the commitments as a result of the Resource 
commitments for audit and Management Review in 2000-2001. 
coverage and fiscal impact 
Continue implementation n/a Y_ Other Levies Endorsing and Securing System Complete the implementation of OLES 
of Other Levies Systems (OLES) was completed. Other Levies Assessing and OLAS. 
(OLS) System (OLAS) was in testing phase. 
Continue expansion of 29 Y Enhanced Web and expanded content on Expand eligibility for Corporation Yes 
electronic delivery Interactive Information Services. Piloted T2 and Internet Filing; implement “My Account”; 
initiatives as stated in the GST/HST NETFILE. Introduced T4 internet filing improve electronic services for our 
Corporate Business Plan using commercial software and EFILE On-Line Plus. | International and non-resident 
and Future Directions taxpayers; and continue the 
development of service delivery 
initiatives for Charities. 
Improve performance 31 Y|_ Performance improved against service standards, Improve performance against existing Yes 
against existing service and processing times for T2 corporation returns service standards, expand the scope of 
standards: expand the exceeded targets. The scope of service standards these standards beyond timeliness, and 
scope of these standards was not expanded beyond timeliness. The CCRA include standards for telephone 
beyond timeliness, was a key participant in the development of a enquiries. 
improve processing times government-wide service standard framework for 
of T2 corporation returns, telephone enquiries. 
and include standards for 
telephone enquiries 
Finalize the framework for 32 /|_ Internal consultations on the framework were Continue developing the Compliance Yes 


measuring compliance, 
and develop appropriate 
indicators 
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finalized, and approximately 150 compliance 
indicators were identified. 


Measurement Framework. 


Targeted Areas for 
Improvement | 


Continue participation in 
international 
e-compliance and 
e-service committees to 
clarify existing policies 
and practices in an 
e-commerce world 


Continue to work on 
legislative changes 


Continue to work on 
policy and legislative 
initiatives 


_ 2002-2003 Status 


Y_ Published a technical information bulletin in July 


2002 to provide and explain provisions of 
legislation relevant to e-commerce and outline the 
CCRA’s policies regarding Internet transactions for 
businesses. 


Participated in several improvements to existing 
and new legislation, including creating new 
regulations for the Royal Assent of the new Excise 
Act, 2001. 


Established a Tax Advisory Committee, published 


Y Ontrack 


all charities policies on our Web site, posted a 
technical bulletin explaining e-commerce 
provisions and legislation on our Web site. 
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Address 


. Specific Priorities for Improvement in in next 


2003-2004 CBP? 


Continue ongoing research and analysis 
of policies and procedures regarding 
e-commerce. 


Excise Act, 2001 to come into force July 1, 
2003. 


Continue to participate in U.S. softwood 
lumber dispute. Establish a First Nations 
Advisory Committee as part of anew 
strategy for Aboriginal program delivery. 


Mostly on track 


X Not ontrack 


Note: Progress against the reporting on nationwide fairness monitoring program is being reported in the Appeals business line. 
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About Benefit Programs and 
Other Services 


The CCRA’s work in the Benefit Programs and Other 
Services business line plays an important role in the efforts 
of federal, provincial, and territorial governments to provide 
support to families and children and to help reduce the 
depth of child poverty, by providing Canadians with 
income-based benefits and other services that contribute 
directly to their economic and social well-being. We 
administer four federal programs: the Canada Child Tax 
Benefit (CCTB), the Goods and Services Tax/Harmonized 
Sales Tax (GST/HST) credit, Children’s Special Allowances, 
and the disability tax credit. In addition, we leverage our 
federal delivery infrastructure to administer a range of 
on-going benefits and one-time payment programs on 
behalf of the provinces and territories. In all, we issue over 
$11 billion in tax-free benefit payments to over 10 million 
low- and moderate-income Canadians. 


Other services in this business line include issuing rulings 
for the Canada Pension Plan (CPP) and Employment 
Insurance (ED programs, administering the Refund Set-Off 
program, supplying information to federal, provincial, and 
territorial partners to support the delivery of their programs, 
and administering sales taxes for some First Nations. We 
also account to jurisdictions for our efforts on their behalf. 


Contributions of Others 


The achievement of our two expected outcomes is not 
solely attributable to the CCRA. Our job is made easier 
through the support of strong federal, provincial, and 
territorial legislation to clearly identify who is eligible to 
receive benefits and the amount of their entitlements. We 
rely on consultations with our partners to clarify program 
objectives and identify cost-effective solutions for delivering 
benefit programs and other services, using flexible and 
adaptable systems. We count on Public Works and 
Government Services Canada, acting as our agent, to issue 
cheques and direct deposit payments on our behalf. We also 
count on Canada Post to deliver our payments, so that 
clients receive the benefits they expect, and they receive 
them on time. 


ther Services 


Performance Context: Risks and 
Challenges 


Driving our performance improvement efforts is the need to 
achieve and maintain high levels of client satisfaction, 
innovatively responding to the changing needs and 
expectations of Canadians and their governments. 
Canadians trust us to let them know about their entitlements 
and to deliver benefits accurately, consistently, and on time. 
In our validation and controls activities, we concentrate 
most of our efforts on areas where the risk of non- 
compliance may be higher and where more intense scrutiny 
is required. Provinces, territories, and other federal 
departments look to us for cost-effective ways of delivering 
programs to citizens, as well as services to support 
programs they administer themselves. 


To ensure that clients get the right benefit—no more and no 
less—we need to be aware that the benefit rolls are 
exposed to risk from both fraudulent claims and 
under-enrolment. We mitigate the risk of fraud and other 
improper claims by targeting our validation efforts towards 
accounts we have identified as high-risk. We mitigate the 
risk of under-enrolment through outreach activities to 
ensure that all potential clients are aware of our benefit 
programs and know how to access them. Maintaining 
relatively high levels of public confidence in the CCRA’s 
administration of benefit programs during more restrictive 
economic times will remain a challenge if overall levels of 
compliance deteriorate. 


Relationships between the federal government and 
provincial and territorial governments are affected by many 
challenging issues outside of the CCRA’s control. If we do 
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not fully use the flexibilities that agency status confers to 
manage in this environment, we risk not being seen as a 
key service provider by the provinces and territories. To 
mitigate this risk, we have continued to increase the 
capacity of our systems and delivery infrastructure to 
maintain our ability to respond to our partners’ changing 
needs and priorities. The growth in the number of programs 
and services that we deliver on behalf of our partners, 
although incremental, shows that we have been somewhat 
successful. However, we still need to refine our strategy to 
take advantage of new partnership opportunities as they 
arise. 


Spending Profile 


In 2002-2003, 5.2% ($205 million, excluding Relief for 
Heating Expenses) of the CCRA’s overall budget was 
devoted to our business line, with $70.2 million for program 
administration and over $134 million for direct transfers 
under the Children’s Special Allowances program. Spending 
on program administration represents an increase of $16.8 
million from 2001-2002. Based on management’s best 
estimate, 89% of the $70.2 million was allocated to 
facilitation activities (such as ensuring the quality of our 
payments and notices, updating and adjusting client 
accounts, and processing forms and applications). The 
remaining 11% was allocated to assisted compliance 
activities, such as validation programs. 


Exhibit 8: Resources Allocated to the 


Compliance Continuum 
(S million) 


™] Facilitated Voluntary Compliance 


$62.5 | 


89% 


Conclusions Against Expected 
Outcomes 


We have two expected outcomes: 


Canadians receive their rightful share of entitlements 
— It is critical that we provide Canadians with the right tools 
and information so that they can provide us with the 
information we need to register them on the appropriate 
benefit rolls and ensure they receive timely and accurate 
benefit payments. Canadians are likely to access these 
programs if they are informed about them and have a clear 
understanding of what they need to do to receive benefits. 
Our communications and benefit delivery services, 
accompanied by review activities to verify eligibility and 
entitlements, are directed to ensure that qualifying families 
and individuals get their rightful share—only to those 
recipients who are eligible to receive benefits and credits, 
and the amounts they receive are correct in accordance with 
the legislation. 


Provinces, territories, and other government 
departments rely on the CCRA as a key service 
provider — Our legislative flexibilities as an agency and the 
adaptability of our systems enable us to provide Canadians 
with a greater range of services on behalf of provinces, 
territories, and other government departments to reduce 
overall cost to taxpayers and eliminate duplication. 


On balance, our performance indicates that we mostly met 
our first expected outcome and that we met expectations in 
the third year of our five-year innovation agenda against the 
second expected outcome. 


< Ce ee new rent program, ipenoied three new Business Number serderships initiated a new two-way data 
exchange, and enhanced accountability with provincial and territorial partners 


In the area of program delivery, we successfully 
implemented the GST/HST Credit Responsiveness Initiative 
in July 2002, which allows the quarterly credit amount to 
respond to in-year changes in client circumstances. This is 
the most significant change to the credit since it was 
introduced in 1989. 


To ensure that Canadians receive their rightful share of 
entitlements, we engage in a range of communications 
activities tailored to meet the diverse information needs of 
our client base. To help reduce our clients’ need to call, we 
added new features to our Child and Family Benefits Web 
site; use of the site increased overall by 50%. As telephone 
call volumes decreased by almost 10%, our strategy of 
providing alternative channels to access information seems 
to be working. For individual clients who still call us to get 
information about their own accounts, we met our target 
range for CCTB callers, but our accessibility for GST/HST 
credit callers declined well below the target range. 


Again this year, we achieved a strong performance in 
issuing (via PWGSC) over 99% of our 68 million CCTB 
payments and GST/HST credit payments on time. In 
addition, our studies show that we met our service standard 
by processing 98% of new CCTB applications and issuing 
first payments within two months. Our survey findings 
suggest that client satisfaction with all elements of the CCTB 
application process has been maintained. We have also 
made a significant improvement in account maintenance 
activities, by processing 87% of client correspondence 
within 20 days and 97% of adjustments requiring a notice by 
the end of the second month after we received the client's 
enquiry (mostly meeting the target of 98%). As for accuracy, 
we estimate that rates of 99% for both initial benefit 
applications and account maintenance activities were 
achieved. We are continuing our multi-year agenda to 
ensure the accuracy of the benefit rolls and identify areas of 
non-compliance. By adjusting benefit levels and other client 
information in 34.1% of cases reviewed, we know our 


sees enquiries handled 


efforts to improve targeting of higher risk accounts are 
working. 


We have also continued to make progress in our business 
development strategy to have provinces, territories, and 
other government departments rely on the CCRA as a key 
service provider. During the year, we negotiated to 
implement the Nova Scotia Taxpayer Refund for delivery in 
June 2003. We put Business Number partnerships in place 
with three more provinces, and implemented the first phase 
of a new Data Exchange initiative using File Transfer 
Protocol to enhance the Income Verification program 
support we provide for 25 provincial ministries. 
Accountability to our partners was strengthened through the 
delivery of our Commissioner’s Annual Reports, as well as 
through the signing of three more Service Management 
Framework agreements. Despite these accomplishments, we 
need to achieve further progress by pursuing opportunities 
to deliver additional types of new programs and services, 
such as through partnerships with Workers’ Compensation 
Boards and the administration of other major tax programs. 


The next section presents our Performance Summary for the 
Benefit Programs and Other Services business line against 
our four anticipated results. Anticipated Results 1, 2, and 3 
deal with our strategic outcome of managing the 
compliance continuum, while Anticipated Result 4 relates to 
our strategic outcome of innovating for the future. These 
anticipated results support our two expected outcomes. 


1000 Fate equivalent employees 


: Functional budget of $70.2 million for, progra me 
(© ludes funding for statutory programs) — 
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Expected Outcome 


Canadians receive their rightful share of entitlements 


| Anticipated Result 1 _ 


Program communication and deliv 


Performance Expectations: 


_ Performance Data 
rating quality 
_Mostymet | Good 


+ The effectiveness of communications tools to promote take-up and program awareness is reviewed annually. 
* Internal performance targets for caller accessibility and telephone service levels are met or exceeded. 
* Client satisfaction is at the same level or higher than recorded in our Baseline 2000 Survey. 


Performance Summary — We have mostly met this 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ implemented the GST/HST Credit Responsiveness 
Initiative to make the credit responsive to changes in 
family circumstances 

¢ maintained awareness of our benefit programs through 
outreach activities and information programs 

e maintained client satisfaction at generally the same level 
ds recorded in our Baseline 2000 Survey 

e enhanced information offerings on alternative service 
channels, to help reduce our clients’ need to call 

e however, did not meet some of our internal performance 
targets for caller accessibility and telephone service levels 


In July 2002, we imp!emented the GST/HST Credit 
Responsiveness Initiative. With this change, the quarterly 
credit amount we pay now takes into account children 
turning 19, as well as in-year changes to family size, marital 
status, residency, and incarcerations, in a manner that is 
aligned with the CCTB. We estimate that there were over 
380,000 in-year changes to GST/HST credit payment 
amounts in the July 2002-June 2003 benefit year due to this 
initiative. In July 2002, we also implemented new 
indexation-related benefit and threshold levels for the 
CGREB; 


Although our clients rely heavily on telephone 
communication with us, our service delivery strategy is to 
reduce our clients’ need to call by offering alternative 
channels of contact. Clients can now get general 
information about the programs we administer through the 
Web-based Interactive Information Service we launched in 
2003. We expanded our on-line simulator to allow clients to 
estimate their quarterly GST/HST credit payment amounts. 
In all, the number of visits to our Child and Family Benefits 
Web site increased by over 50% in 2002-2003. Agencies to 


whom we pay Children’s Special Allowances for children in 
their care also expanded their use of electronic filing, with 
19% of agencies covering 57% of children now reporting 
monthly care changes electronically rather than through 
paper-based processes. The strategy of offering alternative 
service channels appears to be working, as the number of 
calls handled through our enquiries lines declined for the 
second consecutive year, from 10.3 million to 9.3 million 
calls in 2002-2003. 


Nevertheless, we are still not meeting targets for telephone 
service. We continued to meet our 80-85% target range for 
caller accessibility, which measures the percentage of 
unique callers who reach our telephone service, with 84% 
accessibility for CCTB calls. However, we achieved only 
65% accessibility for GST/HST credit enquiries in 2002-2003. 
The increasing complexity of calls due to the 
implementation of the GST/HST Credit Responsiveness 
Initiative may have been at least partially responsible for the 
decline in caller accessibility from 71% in the prior year. The 
length of time to complete these client enquiries increased 
by almost 20 seconds per call, which may reflect the 
increased information requirements of clients now that the 
credit amount is adjusted in-year. We are continuing to 
explore how to reach the 80-85% target range for these 
calls. 


1-1. Caller Accessibility 
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Accessibility 


4 


[] 2002-2003 


4 


GST/HST credit CCTB 
Type of Enquiry 
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Our timeliness in answering calls also remains below our 
internal performance target of answering 80% of calls within 
two minutes of entering the queue. 


1-2 Service Level - Percentage of Telephone Calls 
Responded to Within Two Minutes 

90% > 
80% Target: 80% 
70% 165% 64% 
60% 
50% 
40% 
30% 
20% 
10% 

0% 


Service Level 


[| 2002-2003 


CCTB GST/HST credit 
Type of Call 


The goal to develop telephone service standards for CCTB 
has been delayed to 2004-2005, with implementation 
scheduled for 2005-2000. 


We use a variety of communications tools to reach potential 
benefit and credit recipients, as well as to inform new and 
existing clients about their entitlements and how to access 
benefits. 


e Program information inserts in July 2002 to over 
2.8 million CCTB clients and over 9.1 million GST/HST 
credit clients 

e Inserts promoting the National Child Benefit initiative to 
over 800,000 clients on behalf of five provinces and two 
territories 

e Pamphlets and applications to newcomers via 
Citizenship and Immigration Canada 

e Information in Government of Canada Services for 
Children and their Families 

e A mail-out to encourage recipients of the Old Age 
Security pension to file a return to apply to receive the 
GST/HST credit, as well as to apply for the Guaranteed 
Income Supplement (in cooperation with Human 
Resources Development Canada) 
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Our Annual Survey! indicates that client awareness of the 
requirement to inform us that their address has changed 
remains very high: 94% for CCTB clients, and 93% for GST/ 
HST credit clients. Our most recent study of the take-up rate 
for the GST/HST credit indicates that it remains high, at 
98.5% of filers who were potentially eligible for the 2001- 
2002 benefit year. These results are at least in part 
attributable to the effectiveness of our communications 
efforts. A study to determine the current take-up rate for the 
CCTB program will be completed in the fall of 2003. 


According to our surveys, most indicators of client 
satisfaction with our performance in delivering benefits 
remained reasonably high. Our Annual Survey! indicates 
that 70% of CCTB clients and 76% of GST/HST credit 
recipients believe the CCRA is doing a good or very good 
job administering these programs. 


First-time CCTB applicants were also surveyed to determine 
their satisfaction with three aspects of the application 
process. While we are cautious in attributing too much 
significance to the results due to a low response rate (18%), 
the survey indicated very high levels of satisfaction with the 
process, results that are consistent with those found in 
previous years. 


1-3 Canada Child Tax Benefit First-Time Applicants Survey 
- Satisfaction Rates 
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91% 91% 


81% 81% 


©) 2001-2002 


[~] 2002-2003 


Satisfaction Rate 


Ease of Application Ease of 
understanding processing time understanding 
application notice information 
instructions 


Survey Question 


1. See footnote on page 1-29 regarding the reliability 
of this survey 


| Performance by Business Line 


Benefit Programs and Other Services 


Expected Outcome 


Canadians receive their rightful share of entitlements 


‘Anticipated Result 2 
Entitled ee) receive timely pee ts ee redits 


Performance bipeci ons: 


2002-2003 


2001-2002 


* Internal performance standards for processing benefit payments are met or exceeded. 


* The service standards for timely processing of applications and account maintenance adjustments are achieved. 


+ The target for issuing CPP/EI rulings is achieved. 


Performance Summary — We have met this Anticipated 
Result and year-over-year performance has improved, as 
demonstrated by the following performance against 
expectations: 


¢ met the internal performance standard for processing 
benefit payments on time 

¢ improved the timely processing of CCTB applications, 
meeting the service standard 

e mostly met the target for issuing CPP/EI rulings on time 

e however, the internal target for processing account 
maintenance adjustments was not met, although 
performance continued to improve substantially and the 
internal target for issuing notices for client-requested 
adjustments was mostly met 


We sustained our high standard by issuing on time over 99% 
of all CCTB, GST/HST credit, and provincial and territorial 
payments under the programs we administer. In total, these 
68 million payments delivered over $11 billion to some 10 
million low- and moderate-income recipients. 


Based on the results of a study, we met our service standard 
by processing 98% of CCTB applications by the end of the 
second month after they were received, up from 97% in 
2001-2002. We also substantially improved our timeliness in 
processing account maintenance adjustments. In 2002-2003, 
we implemented an internal performance target in our field 
operations to provide a response within 20 working days for 
client correspondence and a notice within two months for 
client-requested adjustments, 98% of the time. While we did 
not meet the target, the results of a measurement project 
indicate that we processed over 87% of adjustments within 
established time frames, up from the 80% achieved in 2001- 
2002. For adjustments requiring a notice, we processed an 
estimated 97% by the end of the second month after we 
received the client’s enquiry. 


2-1 Timely Processing of Benefits Account Maintenance 
Activities 


100% 


Target: 98% 


80% + 


87% 


Pad 2000-2001 


| 2001-2002 
40% + 


{| 2002-2003 


20% + 


Processed within target date 


0% + : 
Fiscal Year 


In 2003-2004, this account maintenance service standard will 
be communicated to the public. 


We processed over 73,000 requests for CPP/EI rulings. We 
surpassed the service level of 85% as specified in our MOU 
by processing on time over 87% of HRDC’s requests relating 
specifically to cases where an application for EI benefits has 
been made. Overall, including requests for CPP/EI rulings 
from the public and from the PIER (Pensionable Income 
and Earnings Review) process, we processed 81% of all 
requests on time, somewhat short of our 85% target. We are 
reviewing how to distribute requests between regions to 
better access available resources. 


2-2 CPP/EI Rulings - Percentage Completed on Time 
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Expected Outcome 


Canadians receive their rightful share of entitlements 


Anticipated Result 3 a | | : : 


Entitled recipients receive accurate pa 


Performance Expectations: 


Performance Summary — We have mostly met this 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


e met internal performance standards for accurate 
processing of CCTB applications and account 
maintenance adjustments 

e mostly met goal of maintaining high overall compliance 
in relation to our 95% benchmark 

e however, we need to develop additional criteria to 
measure compliance 


We sustained a high standard of issuing benefit payments 
accurately in 2002-2003, based on the information contained 
in our benefit records at processing time. Our most recent 
study showed that, when processing new applications for 
benefits, an estimated 99% of CCTB payments and 94% of 
notices were accurate. For GST/HST credits and account 
maintenance workload, studies showed that payments and 
notices were accurate an estimated 99% of the time. This is 
an increase in payment accuracy from 98% in 2001-2002. 


To ensure that entitled clients get the proper amount—no 
more and no less—we devoted significant resources to our 
validation and controls program. Refining our criteria for 
selecting accounts contributed to a second consecutive 
increase in validation adjustments and adjustment rates, 
which rose to 34.1% among selected accounts in 2002-2003. 


The study of CCTB clients for 2000-2001 selected in a 
random sample, which we reported last year, was 
re-evaluated using updated techniques. It indicated that our 
benefit rolls had complete and accurate payment and 
account information for over 94% of clients, compared to 
our overall compliance benchmark of 95%. During the year, 
we developed a new validation case management 
application—piloted in April 2003—that will track and 
measure our results better, for instance, by providing the 
dollar value of adjustments. Full implementation is 
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- Internal performance standards for processing benefit payments are met or exceeded. 
* High overall compliance in relation to our 95% benchmarkis maintained. a 


2001-2002 Mostly met 


scheduled for the fall. We also expect to make a validation 
service standard public by the end of the fiscal year. 


3-1 Number of Cases Reviewed - Number and Percentage of 
Adjustments 
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adjustment 
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Fiscal Year 
Accumulated debt from CCTB overpayments since the 
beginning of the program in 1993 increased by $29 million 
(0.37% of the $7.9 billion issued during 2002-2003) to 
$176 million (net of write-offs). Overpayments occur when, 
for example, the CCTB is paid to clients who delayed telling 
us that they no longer have children in their care, or 
through our validation efforts. Overpayments can be 
difficult to collect, as the largest CCTB payments are 
directed to low-income families. This year’s $29 million 
increase compares to an increase of $31 million in 2001- 
2002 (0.41% of program payments made that year), which 
indicates that we may have stabilized the growth in CCTB 
overpayment debt. 


We issued 106,000 letters in 2001-2002 to clients whose 
disability tax credit claims were accepted before 1996, when 
the CCRA began administering the program. After review, 
approximately 63,000 clients continued to meet current 
eligibility requirements. This process has brought the 
overwhelming majority of old claims up to date. _ 
Enhancements made to our systems and our data 
warehouse tools during the year will also help increase our 
ability to validate claims and monitor program performance. 


Performance by Business Line 


‘Benefi Programs and Other Services 


Expected Outcome 


Provinces/territories and other government departments rely on the CCRA 


as a key service provider 


of government, and reduces overall cost to taxpayers 


Performance Expectations: 


delivery. 


partners. 


Performance Summary — We have met this Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e increased the number of services and effective exchanges 
of data we provide under agreements with our partners 
through our Business Number and income verification 
programs 

e continued successful delivery of the programs 
administered on behalf of provinces, territories, and 
other federal departments, and added a new program— 
the Nova Scotia Taxpayer Refund—in a manner that 
reduces duplication of effort and contributes to a lower 
overall cost of program delivery 

e strengthened relationships with provinces and territories 
by negotiating additional Service Management 
Framework agreements and by enhancing 
accountability for our program administration through 
the Commissioner’s Annual Reports to Provinces and 
Territories 

¢ continued our attempts to deliver on the commitments 
outlined in the CCRA’s Corporate Business Plan by 
positioning ourselves to administer more programs in the 
future 


We have had partnership and other arrangements with 
numerous provincial ministries for some years to release 
taxpayer information, with client consent, to allow income 
to be verified for provincial income-tested benefit programs. 
Under the Government On-Line initiative, we implemented 
the first phase of a File Transfer Protocol project to provide 
information on-line using a secure two-way electronic data 


sient foargs a CCRA ne iene expands service, eee duplication a across a ves 


* Continued successful delivery and, where feasible, growth in the number of programs administered on behalf of provinces, territories, 
and other federal departments in a manner that reduces duplication of effort and contributes to a lower overall cost of program 


* Effective exchanges of data and continued growth, where feasible, in the number of services provided under agreements with our 
+ Delivery on commitments as outlined in the CCRA‘s Corporate Business Plan. 


* Strengthened relationships with provinces and territories through Service Management Framework agreements and accountability 
for programs administered on their behalf through the Commissioner’s Annual Reports to Provinces and Territories. 


Performance Data 
rating quality 
wing 


exchange. This simplifies administration of provincial 
programs and reduces the need for CCRA offices to release 
information over the counter. The first province to use the 
new process was Alberta, for its Seniors’ Benefit Program. 
During 2003-2004, additional provincial ministries will begin 
using the new service. We also completed a data transfer in 
April 2003 to facilitate provincial administration of the 
Newfoundland and Labrador Home Heating Fuel Rebate. 


We completed our administration of the three one-time 
payment programs delivered on behalf of Ontario, Alberta, 
and British Columbia, successfully “sunsetting” the programs 
during 2002-2003 in accordance with provincial legislation. 
In March 2003, we agreed to administer our fourth one-time 
payment program—the Nova Scotia Taxpayer Refund—for 
delivery in June 2003. 


We continued to administer a total of 17 on-going child 
benefit and credit programs for provinces and territories 
using the federal benefit delivery infrastructure, and 
successfully implemented new program parameters for the 
three which were reconfigured in July 2002. We deliver 
income-tested child benefit programs for nine of the eleven 
jurisdictions that have put programs in place since 1996, and 
we provide data to facilitate provincial administration for 
the remaining two. Many of these programs were launched 
under the joint federal, provincial, territorial National Child 
Benefit (NCB) initiative. The NCB Progress Report 2002 
indicated that the CCRA responded well to the delivery 
needs of diverse provincial and territorial programs, which 
contributed to meeting the NCB objective of reducing 
overlap and duplication across levels of government. 


4-1. Partnerships with the Provinces and Territories - Benefit Programs and Other Services 


Child Benefit and 


= Partnerships On-going i Business Refund 
programs payments Number set-off 


Alberta 1 1 (sunset) Ne eee 
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Hr OE I 
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Prince Edward Island 
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Wi 


Yukon 1 
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Sub-Total 17 4 5 


Total 21 12 


NCBS 


P/T Child cisel Income Service 
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12 6 1 25 10 


44 . 10 


As for other services, we processed $131 million of refund 
set-offs against internal debts (e.g., CCTB) and external 
debts owed to participating federal departments, crown 
corporations, and seven provinces and territories, up from 
$105 million in 2001-2002. 


The Refund Set-off program was one of four programs 
selected as a “proof of concept” pilot for our agency-wide 
activity-based costing initiative. The development of the cost 
model within this program will allow the costs associated 
with program clients and changes in program volumes to be 
more accurately determined. 


We have successfully developed partnerships with New 
Brunswick, Manitoba and the Workers’ Compensation Board 
of British Columbia to assign the CCRA’s Business Number 
(BN) to provincial business program clients. This allows 
businesses to use a common identifier when dealing with 
both levels of government. The Memoranda of 
Understanding to finalize this process are nearing 
completion. Including Ontario and Nova Scotia, this brings 
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the total BN registration partnerships to five. We also 

implemented a new First Nations sales tax, bringing the total 
we administer to nine, along with First Nations income taxes 
we administer for eight self-governing Yukon First Nations. 


We demonstrate accountability to the provinces and 
territories by issuing Commissioner’s annual reports each 
year that document the range and scope of the activities we 
undertake on their behalf. In addition, by adding 
Newfoundland and Labrador, Nunavut, and New 
Brunswick, we now have ten Service Management 
Framework Agreements in place and are talking with 
Manitoba about re-signing the agreement that lapsed in 
2002. By continuing to meet evolving provincial and 
territorial priorities, we are making progress in expanding 
our partnerships and are generally meeting expectations in 
the third year of our innovation agenda. We are positioning 
ourselves to administer more programs, such as Workers’ 
Compensation Board partnerships and other major tax 
programs, in the coming years. 


Performance by Business Line 


Benefit Programs and Other Services 


Progress Against Areas Targeted for Improvement in the 
2001-2002 Road Ahead 


The 2001-2002 Annual Report identified areas targeted for 
improvement in each business line in a section entitled “The 
Road Ahead — 2002 and Beyond”. The chart below indicates 
the progress we have made to address the performance 
issues for this business line in 2002-2003, and adds new 
items that have arisen as a result of the evaluation 
undertaken in this year’s report. Page references to 


Targeted Areas for. 
Improvement _ 


Continue to explore how 34 x 
to increase telephone 
accessibility for GST/HST 


credit calls up to the 


2002-2003 Status 


Caller accessibility, 65% in 2002-2003 (a decline 
from 71% in 2001-2002), remained below our 80- 
85% internal performance target. The increasing 
complexity of calls due to implementing the GST/ 


target level HST Credit Responsiveness Initiative may have 
been at least partially responsible for this decline. 

Publish service standards n/a x Weimplemented a 98% target for account 

for correspondence, maintenance adjustments in our field operations 

account maintenance, and and continued work on developing this target into 

validation and controls a service standard for 2003-2004. We also made 
progress in developing a service standard for 
validation and controls. 

Implement a new case n/a /  Wecontinued development work on the validation 

management application and controls case management application, which 

for validation and controls will allow us to better manage and control 

activities for better project workloads, production, and inventories, automate 

analysis, statistical statistical reporting, provide detailed data for 

reporting, and project and trend analysis, and track dollar 

measurements of amounts of adjustments. 

effectiveness that include 

additional targets, 

monitoring, and research 

Continue to collect n/a V| An external study of the National Child Benefit 

information on estimates (NCB) initiative indicated that provincial and 

of cost-savings to territorial child benefit programs appear to be 

taxpayers that CCRA cost-effective when using CCRA's delivery 

program administration infrastructure, in contrast to having separate 

entails administration by jurisdictions. 


i 


Refine our strategy to 
acquire new types of 
business to administer on 
behalf of provinces, 
territories, and other 
government departments 


New Items 


To improve service and reduce costs to residents, 
we are undertaking a Joint Services Study with 
Prince Edward Island to examine the viability of 
having the CCRA help administer additional 
provincial revenue activities. 


Y Ontrack 


\/| Mostly on track 


Items from 2001-2002 Annual Report 


additional coverage of these items in the Summary of the 
Corporate Business Plan 2002-2003 to 2004-2005 are 
provided, where applicable. The chart lists the specific 
immediate-term priorities for improvement we will be 
undertaking in 2003-2004, and indicates whether the item is 
a longer-term initiative to be addressed in the Summary of 
the Corporate Business Plan 2004-2005 to 2006-2007. 


Ce _ oe Address 
_| Specific Priorities for|mprovementin | in next 
- 2003-2004 CBP? 
Continue efforts to meet caller Yes 
accessibility targets for GST/HST credit 
enquiries and improve service levels for 
benefits enquiries by exploring 
alternative service channels to provide 
clients with the required information. 
Finalize development of account No 


maintenance and validation and 
controls service standards, and 
communicate them to the public. 


A pilot project of the system is 
scheduled to start in April 2003, with full 
national implementation planned for fall 
2003. 


Continue on-going work with federal, 
provincial, and territorial partners in the 
NCB community to evaluate the cost- 
effectiveness of the initiative and the 
administrative costs associated with 
alternative program delivery 
mechanisms. 


Develop a comprehensive long-term Yes 
strategy regarding our relationships with 

provinces and territories over the next 

five years. Continue to pursue new types 

of business with the provinces and 


territories. 


X Noton track 
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Customs Services 


About Customs Services 


The role of the CCRA’s Customs Services is multi-faceted— 
securing our borders against external threats, while 
facilitating the flow of legitimate trade and travel that is vital 
to our economic livelihood. It is also about balancing 
security needs with individual rights to privacy. 


As the first point of contact for goods and people entering 
Canada, we are responsible for administering a wide range 
of laws and regulations governing everything from verifying 
that small animals have their rabies shots through to the 
interdiction of contraband. Our success is built on strong 
partnerships both in Canada and abroad to ensure that we 
have the information we need to do the job right. 


We operate in a real-time environment, providing service at 
over 480 air, sea, and land border points, at some locations 
24 hours a day, 7 days a week. 


Contributions of Others 


Not all of our accomplishments or lessons learned are solely 
attributable to the CCRA. We depend on strong alliances 
with other government departments (OGDs) and agencies, 
both in Canada and abroad, to facilitate trade and travel and 
protect the health and safety of Canadians. We work closely 
with other organizations such as the RCMP as well as 
international partners to gather and share intelligence to 
target, disrupt, and dismantle illegal and terrorist activity. We 
also work with our national and international partners to 
develop international rules and practices and implement 
measures that will help facilitate legitimate trade. 


Our job is made easier through the support of a strong 
legislative foundation that promotes compliant behaviour 
and that provides penalties and other sanctions for 
non-compliance. We depend on the flexibility of the 
legislative system to recognize new challenges and provide 
new tools and powers for protecting Canadians and their 
economic interests within the global village. 


Over the past year, we have worked with our partners in 
government to protect the interests of Canadians on a 
variety of levels and across a myriad of issues: from a new 
memorandum of understanding with Citizenship and 
Immigration Canada, to ensuring food safety on behalf of 
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the Canadian Food Inspection Agency through to detailed 
work with Health Canada to implement the screening 
measures designed to fight the travel-related spread of 
Severe Acute Respiratory Syndrome (SARS). Our joint efforts 
at ports of entry continue to be key, particularly in light of 
the heightened concern over border security and our shared 
commitment to making the border safe. 


Performance Context: Risks and 
Challenges 


The very real threat of international terrorism and escalating 
political tension in the Middle East continued to focus 
public concern on matters of national security and public 
safety. The challenge remained to present a measured 
response to these concerns while ensuring the continued 
flow of goods and people across our borders. 


Our focus in 2002-2003 was largely strategic, as contracts 
were put in place to secure new equipment and agreements 
were signed to formalize partnerships and processes in 
order to minimize risk and isolate threats. We worked 
toward building a stronger, safer, and smarter border 
pursuant to commitments laid out in the Smart Border 
Declaration by rolling out a number of key initiatives. 
However, cost increases have forced us to tighten our belt 
in other areas in order to deliver on this aggressive change 
agenda. 


As our business continues to evolve against a backdrop of 
global unrest and uncertainty, we have taken steps to 

ensure that the front line is properly trained and equipped 
and feels secure and safe in carrying out its often weighty 
responsibilities. Communication and training continued to 


Foto mance by Business Line 


Customs Services 


be a priority to ensure that our front line kept pace with the 
evolution of our business, where technology and 
intelligence are playing an ever more prominent role in 
ensuring a strong, secure border that promotes and 
facilitates trade and travel. Building a stronger partnership 
with our employees is key to this, and our future challenge 
is to ensure that commitments made in the last quarter of 
2002-2003 related to health and safety concerns, 
classification issues, training, and uniforms are realized in 
the coming fiscal year in spite of the tremendous pressure 
that these will have on our funding base. 


Spending Profile 


In 2002-2003, roughly 18% ($716.6 million) of the total 
CCRA budget was allocated to the Customs program. This 
was a significant increase over the previous year’s allocation 
of $602 million owing partially to Public Security and 
Anti-Terrorism funding in the increased amount of 

$41.6 million. While in-year spending accounted for 
expenditures of $660.7 million, commitments in the amount 
of a further $44 million (which are carried forward to 
2003-2004) bring the total expenditures to 98.3% of the final 
allocation. 


Exhibit 9 provides a rough estimate of how Customs 
resources are allocated across the compliance continuum. 
The breakdown is only approximate, as a number of our 
programs encompass activities across multiple regions of 
the continuum and it is difficult to isolate the share of 
program resources specifically devoted to each region. 


travellers and « Ke} perc) ores continues to increase 


os Compliance with border requirements over the past 3 years 
has been consistently high 


Exhibit 9: Total Customs Resources Allocated to 
the Compliance Continuum for 
2002-2003 


million 
fa $85.9 (9 ) 
13% 


‘| Voluntary Compliance 


| Assisted Compliance 


$99.1 
15% Enforcement 


$475.6 


Total Spending: $660.6 million 


Further $44 million committed and 
carried forward to 2003-2004 


Conclusions Against Expected 
Outcome 


We have one expected outcome: Canadians’ health, 
safety, security and business interests are protected, 
and Canada’s economic growth is supported, through 
responsible border and trade management — Delivering 
on our expected outcome means offering the right 
information and services to businesses and travellers to help 
them comply with their obligations, understanding and 
managing the potential risks, and providing effective 
enforcement actions to interdict and deter those who do 
not. We also work to provide a level playing field for traders 
by promoting a consistent and predictable customs 
environment as well as protecting domestic producers from 
injurious trade practices. 


+ Substantive progress in recruiting, training, and equipping 
customs offi icers with new technologies 


. Agreement with the United States on expedited process for 


low-risk commercial shipments and joint programming for 
travellers 


- Advance Passenger Information program implemented to 
improve screening of travellers and expedite processing 


* Adoption of Canadian recommendations by international 
forums 


Canada Customs has mostly met its expected outcome. Our 
continued partnership with the United States in realizing the 
objectives set out in the Smart Border Declaration is a 
testament to this success, as are the children we have 
helped return to their families, and the millions in drugs and 
money that we have interdicted, thereby thwarting the 
criminal intent of those attempting to smuggle these 
substances into Canada. 


We have been largely successful in rolling out a number of 
new programs and processes in line with our innovation 
agenda and have mostly met our commitments as laid out in 
the 2002-2003 to 2004-2005 Corporate Business Plan, while 
continuing to evolve our processes and programs to keep 
pace with changing priorities and new commitments. 
Likewise, we have made significant strides in recruiting, 
training, and equipping our workforce with new 
technologies. These accomplishments should pay dividends 
in the coming years as their full impact is realized. In future 
reports, we will evaluate the success of these initiatives and 
report on their contribution in terms of participation levels 
and measures of efficiency and effectiveness. 


The next section presents our Performance Summary for the 
Customs Services business line against our five anticipated 
results. Anticipated Results 1 through 4 deal with our 
strategic outcome of managing the compliance continuum, 
while Anticipated Result 5 relates to our strategic outcome 
of innovating for the future. These anticipated results 
support our expected outcome—Canadians’ health, safety, 
security, and business interests are protected, and Canada’s 
economic growth is supported, through responsible border 
and trade management. 


examinations, 2% exam rat 
pre-September 11 examination rate) 
cial enforcement actions (12% hit rz 
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=| Ponormante by Business Line 


Customs Services 


Expected Outcome 


Canadians’ health, safety, security, and business interests are protected, and Canada’s economic 
growth is supported, through responsible border and trade management 


Anticipated Result 1 


Enhanced enforcement that expeditiously identifies and responds to threats to ae security, 


health, and safety of society and to Canada’s economy — 


Performance Expectations: 


Performance Data 
rating quality 


2002-2003 Good 


2001-2002 Reasonable 


CCRA interdictions continue to represent a significant percentage of the total contraband goods seized by Canadian enforcement 


agencies. 
National advance information program implemented. 


Customs-controlled areas implemented at major airports in 2002-2003. 


Sustained strong partnerships. 


Prompt and appropriate response to all known cases of a significant threat. 


Implement Officer Powers at Phase 2 sites. 


Timely response to requests from Canadian industries for protection against dumped or subsidized imports causing injury, and 
increased use of information technology throughout the Special Import Measures Act processes. 


Performance Summary — We have met this Anticipated 
Result as demonstrated by the following performance against 
expectations: 


¢ continued to interdict significant percentage of the total 
drugs seized by Canadian enforcement agencies 

e implemented a national advance information program 
ds discussed in Anticipated Result 5 

e sustained strong partnerships, and developed new ones 
both in government and in the private sector 

¢ provided prompt and appropriate response to all known 
cases of a significant threat 

e¢ expanded our Officer Powers Program to 45 sites from 24 

e provided a timely response to requests from Canadian 
industries for protection against dumped or subsidized 
imports Causing injury 

e increased our use of information technology throughout 
the Special Import Measures Act (SIMA) processes 

e while we have yet to implement Customs Controlled Areas 
at airports, we plan to get this back on track in 
2003-2004 


Protecting the security, health, and safety of Canadians 
requires continuous monitoring, intelligence gathering, 
co-ordination, and prompt action. While commercial activity 
appears to have recovered to pre-September 11 levels, 
traveller numbers continue to lag in comparison with two 
years ago. Examination rates have returned from their peak 
levels following September 11, 2001, to a more moderate 
range while the hit rate on exams remains strong 
particularly in the commercial mode as shown in Fig. 1-1. 


1-1. Trend in Volumes and General Enforcement 


2000-2001 


2001-2002 2002-2003 
Commercial Exam Rate 1.6% 2.1% 2.0% 


Commercial Hit Rate 13.6% 10.1% 12.0% 


Traveller Exam Rate 3.4% 4.5% 3.8% 


Traveller Hit Rate 1.7% 1.5% 1.4% 


Our ongoing efforts to identify, assess, and respond to both 
existing and emerging threats continue to make major 
contributions to the safety, security, and health of 
Canadians. While many of the individual statistics in Fig. 1-2 
reflect a decline in some areas, our targeting efforts effected 
a number of significant seizures, including several seizures 
of tobacco and cigarettes, which account for the dramatic 
increase in tobacco seizures noted in that table. 


1-2. Contraband Interdictions: Year-Over-Year Comparison 


2000-2001 2001-2002 2002-2003 


Weapons 25,169 17,484 15,782 


(# of items) 


Alcohol (litres) 32,046 -10.5% 


Jewellery $4,988,626 $5,971,687 $4,081,313 -31.7% 


(value) 


— 
$636,483,801 $501,063,570 17.6% 


—_}—— 


Drugs (value) $426,212,878 


Tobacco (value) $699,512 $267,646 $2,632,699 883.2% 


Prohibited 
Material (#) 


4,396 Sey 1,502 -59.7% 


In addition, our increasing use of technology and tools 
makes it easier to interdict contraband including the 

$210 million hashish seizure depicted in Fig. 1-3. Significant 
seizures of this calibre underscore our contribution to the 
government's Safe Streets Initiative. In fact, more than 60% 
of all drugs seized in Canada in 2002 were the result of 
Customs actions. 


1-3 $210 Million Hashish Seizure in Halifax 


In addition to seven mobile VACIS units that allow us to 
scan entire marine containers, rail cars, and tractor trailers, 
we have invested in other technologies and projects to 
enhance our capability to interdict chemical, biological, 
radioactive, and nuclear weapons of mass destruction as 
well as explosive materials. In total, our investment in 
detection technologies and training exceeded $20 million in 
2002-2003. We will report the results of these investments in 
our next Annual Report. 


Besides the broader reach afforded the front line by new 
tools and technology, changes in federal legislation have 
brought added scope to the job. The Cross-Border Currency 
and Monetary Instruments Reporting Regulations were 
implemented on January 6, 2003 to combat money 
laundering and terrorist financing activities. Over the three- 
month period from January 6 to March 31, Customs seized 
$8.6 million under this initiative, of which $4 million was 
forfeited to the Government of Canada. 


Aided by our Officer Powers Program, which has been 
expanded from 24 to 45 ports of entry over the past year, 
we succeeded in reuniting 104 missing children with their 
families and arresting or detaining 1,610 individuals, 
including 621 impaired drivers and 624 individuals who had 
outstanding warrants. While the number of impaired drivers 
is significantly lower than the 1,285 reported last year, there 
is significant third party data to support that this reduction 
may be the result of the strong deterrent value inherent in 
establishing such a presence. 


Building on the Customs Action Plan and fuelled by Public 
Security and Anti-Terrorism (PSAT) funding, we have moved 
forward on a number of key security initiatives under the 
Smart Border Declaration. These include various projects 
with our partners on both sides of the border, and are 
discussed in some detail in Anticipated Result 5. 
Unfortunately we were not able to move as quickly with our 
implementation of Customs Controlled Areas at our national 
airports but hope to make progress in the coming year. 


As part of the modernization of partnerships with key other 
government departments, we are expanding the use of 
memoranda of understanding (MOUs) and arrangements to 
strengthen our collective ability to manage threats to the 
health, safety, and security of Canadians. A renewed MOU 
with Citizenship and Immigration Canada was signed in 
March 2003, and we have been working with Health 
Canada to develop screening measures designed to fight the 
travel-related spread of the Severe Acute Respiratory 
Syndrome (SARS). 


We are also exploring new ways of partnering with our 
colleagues at all levels of government and the private sector 
to better achieve our outcome. We currently participate in 
13 geographic regions as part of Integrated Border 
Enforcement Teams (IBET). IBET combines the resources of 
a number of agencies from Canada and the United States to 
develop and act on intelligence along our shared border. 
We have also established Joint Passenger Analysis Unit 
pilots in Miami and Vancouver International Airports with 
our U.S. counterparts. In the private sector, as part of our 
Partners in Protection program, we have signed 95 
additional partners in the transportation sector to identify 
high-risk shipments and travellers. 


Behind the scenes, we helped protect Canadian producers 
from unfairly dumped or subsidized goods. Four 
investigations and four expiry reviews were conducted 
involving goods from nine countries. Customs ensured 
compliance with 42 findings of injury and this required the 
conduct of 15 re-investigations resulting in 39 country- 
specific actions. These activities ensured the protection of 
46,000 jobs and $13.3 billion in Canadian production. The 
increased use of technology, in particular the Internet, 
throughout the SIMA processes has meant a more timely 
and efficient distribution of important documents. 


Performance by Business Line 


Customs Services 


Expected Outcome 


Canadians’ health, safety, security, and business interests are protected, and Canada’s economic 
growth is supported, URIOUOD responsible border and trade management 


Anticipated Result 2 


Effective compliance management: hat ent ers 
encourages partnerships and sustained compliance 


Performance Expectations: 


Performance Data 
rating quality 


2002-2003 Mostly met Reasonable 


2001-2002 Mostly met Weak 


* Overall compliance with customs and other government departments’ requirements should remain high. 


+ Participation in pre-approval programs continues to increase. 


* Administrative Monetary Penalty System to address areas of non-compliance. 


Performance Summary — We have mostly met this 
Anticipated Result as demonstrated by the following 
performance against expectations: 


¢ overall compliance with customs requirements remains 
high 

¢ we implemented the Administrative Monetary Penalty 
System in the commercial stream 

¢ our take-up rates for pre-approval programs continue to 
grow 

¢ we made progress in the analysis of existing trade data; 
however, we recognize the need to continue to analyze 
and report on this data on a more regular basis 


Risk-based processing is fundamental to the re-engineering 
of our customs processes. To this end, we have a number of 
ongoing strategies in place to monitor and report on 
compliance trends and risks across the customs programs. 
These help to form our Compliance Improvement Plan, 
which sets out the yearly goals and priorities of the Customs 
program. Our aggressive innovation strategy, described 
throughout our performance story, and more particularly in 
Anticipated Result 5, builds on the principles of effective 
compliance management to streamline processes for pre- 
approved low-risk travellers and traders and target areas of 
non-compliance. The full implementation of the 
Administrative Monetary Penalty System (AMPS) in the 
commercial stream in the fall of 2002 supports effective 
compliance management by offering a graduated penalty 
system to address instances of non-compliance. * 


In 2002-2003, we completed the final year of a 3-year 
sampling cycle for measuring compliance at the border. The 
results (Fig. 2-1) show a consistently high overall degree of 
compliance with border requirements over the period. For 
travellers, compliance averaged over 97% for those crossing 
at land border points and over 95% for those arriving by air. 
For commercial shipments, compliance ranged from an 
average of 87.3% for the marine mode to 95.4% for highway 
shipments. 


2-1 Compliance Rates at the Border 


2000-2001 | 2001-2002 | 2002-2003 | Average 


Highway — 95.9% 95.1% 95.1% 95.4% 
Commercial 


Air — Commercial 91.3% ; ‘ 91.8% 


Marine Container 89.0% 81.8% 91.0% 87.3% 


Postal 95.8% 90.3% N/A* 93.1% 


Courier 93.8% 94.8% 


Air Travellers 95.0% 97.0% 94.5% 95.3% 


Land Travellers 96.0% 97.0% 98.8% 97.3% 


* Postal and courier were not measured for compliance levels in 
2002-2003 owing to budget restraints and competing priorities. 


Customs aims to devote a large share of available border 
examination resources to high-risk entries. Results for 
2002-2003 indicate that some element of non-compliance 
was identified on 17.7% of all targeted commercial 
examinations compared with the 11.3% rate on random 
commercial examinations, suggesting that the examination 
program is generally effective at targeting higher-risk entries 
for verification and enforcement. 


In addition to developing measures of compliance with 
border requirements, we regularly verify the books and 
records of a sample of importers (Post-Release Verification) 
to gauge the degree of compliance with trade legislation; 
including the valuation, classification and payment of duties 
and taxes for imported goods. The 2001-2002 Annual 
Report provided a preliminary assessment of the results from 
our 2000-2001 samples for three priority commodity areas: 
textiles/apparel, footwear, and steel. Fig. 2-2 presents the 
results of a more thorough review of these samples. 


2-2 Post-Release Verification Results 2000-2001 


% Total Value of | 


Goods Properly | : [J Footwear 
Classified Wie 
4 Steel 
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& % Actual Value § 
2 Goods Reported 
= 
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v) 
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Compliance rates 


Overall, import values appear to be accurately stated. 
However, accuracy seems to be more of an issue with 
respect to the classification of some of these commodities. 
Although our estimates are not precise, they provide an 
approximate indication of overall compliance in the 
sampled commodity areas. They suggest high overall levels 
of compliance with duty requirements (well over 90%), 
which is key to achieving the legislated protection for 
Canadian business. Payment of duties and accurate trade 
data are important because government and businesses rely 
on both as a guide to decision-making. 


2-3 The Compliance Improvement Plan 


Client Services 


Compliance 
Improvement Plan 


Post-release 
Verification Plan 


iit Border 


Management Plan 


Our Compliance Improvement Plan is designed to: 


e influence the variables that may have a positive impact 
on compliance (through client service, discussed in 
greater detail in Anticipated Result 3); 

e establish strategies to target threats (Border 
Management Plan, reflected in the approach and results 
articulated in Anticipated Result 1); and, 

e verify improvement in compliance trends or alert us to 
continued or emerging trade issues (through Post- 
Release Verification as discussed above). 


Some elements of this plan have not evolved as quickly as 
we had anticipated. In particular, further work is needed to 
assess our compliance results and more fully integrate the 
findings into our risk assessment and targeting programs. 


The Administrative Monetary Penalty System (AMPS) was 
fully implemented on October 7, 2002, for the commercial 
stream. This followed a 10-month transition period during 
which only warnings were issued, with no dollar values 
attached. The transition allowed time for the members of 
the commercial community to assess their level of 
compliance and make improvements to their Customs 
information systems, if required. From October 7, 2002 to 
March 31, 2003 over 7,500 AMPS penalties were issued. 
Comparatively speaking, this is somewhat less than the 
number of infractions in previous years; however, owing to 
adjustments in the system and changes to policy over the 
implementation period further analysis is required to assess 
the impact on compliance trends. We continue to consult 
extensively with the trade community, adjusting 
contraventions where appropriate and clarifying compliance 
measures. To further assist the community, where the 
reason for non-compliance stems from members’ Customs 
information systems, the amount of any resulting penalties 
may, in some instances, be used to correct the systems. 


Take-up rates for pre-approval programs (as discussed in 
Anticipated Result 5) continue to increase, allowing us to 
manage compliance based on past compliance history. 


| Elarmants by Business Line 


Customs Services 


Expected Outcome 


Canadians’ health, safety, security, and business interests are protected, and Canada’s economic 
growth is supported, through responsible border and trade management 


Anticipated Result 3 


Responsible services. that encourage ol 
burden without compromising secu 


Performance Expectations: — 
* Meeting and reporting on service ee 


Performance Summary — We have mostly met this 
Anticipated Result as demonstrated by the following 
performance against expectations: 


e we have maintained overall client satisfaction relative to 
our 2001-2002 benchmark 

¢ we continue to respond to extraordinary circumstances 
with prompt and appropriate reallocation of resources 

e while we continue to report on wait times at our land 
border offices we have yet to develop other meaningful 
measures of service, including service standards, across 
our programs resulting in a largely qualitative 
assessment of our performance in this area; 
consequently, we have “Mostly Met” rather than “Met” 
this Anticipated Result 


We continue to provide service at hundreds of locations 
across Canada. In some locations and at some times, we do 
this without causing even a minor delay for travellers or 
traders. Even at our busiest land borders, the vast majority 
of travellers (93%) wait no more than 10 minutes during the 
week and 20 minutes on weekends and holidays to speak 
to a Customs inspector at the Primary Inspection Line. While 
the continued lag in travellers to Canada (traveller volumes 
are at a 15-year low) has contributed to the reduction in 
wait times at our ports of entry, a number of ongoing 
initiatives are also contributing to ensure that low-risk 
travellers and goods pass quickly through our borders. 
These are discussed in some detail in Anticipated Result 5 
and include permit programs, such as CANPASS and 
NEXUS, and pre-approval programs, such as Free and 
Secure Trade (FAST). 


Automated systems and tools afford us new ways of 
reaching our clients to provide information that may assist 
them in future dealings and ease the compliance burden. In 
2002-2003, 64.6% of information for commercial releases 
was transmitted through electronic data interchange (EDD, 


e and minimize the compliance 


- Maintaining or improving overall client satisfaction relative to our 2001-2002 benchmark. 
* Prompt and appropriate reallocation of resources from service to protection measures in response to extraordinary circumstances. 


Performance Data 
rating quality 


2001-2002 


Mostly met Reasonable 


and by March 31, 2003, there were 7,883 new Canadian 
Automated Export Declaration (CAED) participants—an 
increase of 277%. Through the Service Availability initiative, 
we have improved the reliability of these systems by 
reducing the number of unscheduled system outages, and 
decreasing the time frames for scheduled maintenance. 


Through the Small Business Desk initiative, we have 
elaborated a program to better serve our small business 
clients. We developed various means to support Canadian 
business, including a streamlined and improved telephone 
service (with a 94% rate of caller accessibility), access to 
regional Client Services officers, and an enhanced Internet 
presence. As noted in Fig. 3-1, we have increased our 
outreach activities considerably in an effort to inform and 
influence travellers and traders. 


3-1 Outreach Activities 


“Outreach Activity — 2001-2002 | 2002-2003 


265 B27]; + 
364 507 


Client Visits 


Information Sessions 


Mail-Outs 669 4 mass 
mail-outs 

Duty Deferral Program 74 0 

Visits to Schools | 208 154 


Detector Dog Demonstrations 161 160 


Presentations on Our Missing Children 29 2? 


Client satisfaction with Customs remains high, with three 
quarters of respondents to our 2002 Annual Survey! 
reporting that Customs is doing a good or a very good job 
overall. 


1. See footnote on page 1-29 regarding the reliability 
of this survey. 


Expected Outcome 


Canadians’ health, safety, security, and business interests are protected, and Canada’s economic 
growth is SuRpemee, piougn Sens ela border and trade management 


Anticipated Result 4 


Certainty and consistency Lys internat 


partornanes Expectations: 


requirements for travellers. 


related to new free trade agreements. 


Performance Summary — We have met this Anticipated 
Result as demonstrated by the following performance against 
expectations: 


¢ we continue to harmonize and simplify trade and to 
promote consistent and predictable requirements for 
travellers through successful negotiation and 
maintenance of agreements 

e we reached an agreement with the United States on 
expedited processing for low-risk commercial shipments 
and we have agreed on joint programming for travellers 

¢ we continued to influence international standards and 
policy for customs and trade through our involvement 
with the World Customs Organization and other forums 


We have continued to enhance the certainty and consistency 
for travellers and traders through our efforts to promote and 
export Canadian best practices and through the timely 
implementation of a variety of initiatives under the Shared 
Border Declaration. 


We have been actively involved in the negotiation of free 
trade agreements to facilitate trade and contribute to 
establishing common rules and processes for the importing 
community. In 2002-2003, this included negotiations for 
agreements with the Free Trade Area of the Americas 
(FTAA), Canada/Central America Four (CA4 — Guatemala, El 
Salvador, Nicaragua, and Honduras), and Singapore, and 
preparatory work for the potential negotiation of free trade 
agreements with other trading partners such as the 
Caribbean Community, the Andean Community, and the 
Dominican Republic. The success of negotiations is 
indicated in the finalization of individual agreements, such 
as the Canada/Costa Rica Free Trade Agreement, which 
entered into effect on November 1, 2002. 


* Successful negotiation and maintenance of agreements to harmonize ae ay trade and to promote consistent and pe ae 


* Agreement with the United States on Spedted process for iow tick commercial shipments. 
* Agreement with the United States on joint programming for travellers. 
* Adoption of Canadian recommendations by international forums and implementation of customs procedures and trade instruments 


We continued to show leadership within the World Customs 
Organization (WCO) through our involvement in the Policy 
Commission and Council Session, various committees, 
working groups, and task forces. Together with the United 
States Bureau of Customs and Border Protection, we were 
instrumental in the WCO Council adopting a Resolution on 
Security and Facilitation of the International Trade Supply 
Chain. We have also worked closely with other government 
departments in the development of complementary 
initiatives, such as the Cooperative G8 Action on Transport 
Security. As well, we have been active in the Asia-Pacific 
Economic Cooperation (APEC) Secure Trade in the APEC 
Region (STAR) initiative, which augments the work 
undertaken by the WCO and G8, thereby contributing to 
trade facilitation, and certainty and consistency for traders. 


Closer to home, we are working with our colleagues in the 
United States to implement several initiatives under the 
Canada/U.S. Smart Border Declaration to provide 
streamlined processing for pre-approved, low-risk goods 
and travellers at our shared border. Key elements of this 
agreement, such as Free and Secure Trade (FAST) and 
NEXUS Highway were operational in 2002-2003 while other 
components are still being negotiated. Details of these 
initiatives are discussed in more detail in Anticipated 

Result 5. 


We are also ensuring that our customs laws, regulations, 
rules, policies, and procedures meet emerging trade 
challenges and provide traders with predictable processes 
and tariff treatments. 


Canadians’ health, safety, security, and business interests are protected, and Canada’s economic 
growth is supported, through responsible border and trade management 


Anticipated Result 

: Core business is under transformation to bette 
Performance Expectations: 
* Key commitments and milestones are achieved. 


Performance Summary — We have met this Anticipated 
Result as demonstrated by the following performance against 
expectations: 


¢ we have met our key commitments and achieved major 
milestones 

e we have adjusted our plans appropriately as dictated by 
changing circumstances 


Building on the foundation of pre-approval, self-assessment, 
advance information, and risk-based processing, we 
collaborated closely with our partners at Canada's borders 
and began implementing key security initiatives as well as 
providing effective, predictable processes for low-risk trade 
and travellers. 


We made progress on initiatives to further protect Canadians 
by helping to identify high and unknown risk travellers and 
goods before they enter Canada. We introduced the 
Integrated Primary Inspection Line (IPIL) system with 
improved document reader technology at all major airports 
and bus offices to help identify travellers who may warrant 
further questioning or examination. 


Advance Passenger Information/Passenger Name Record 
(API/PNR), a joint initiative with Citizenship and 
Immigration Canada (CIC), provides key information on air 
travellers before they arrive in Canada. While originally 
planned as a pilot in the Customs Action Plan, the scope 
and timing of this initiative was changed dramatically 
following the events of September 11. The revised 
prioritization has resulted in a cost increase of 
approximately $20 million. 


The goal of the Advance Commercial Information (ACD is to 
identify shipments with high or unknown risk prior to their 
arrival in Canada. In 2002-2003, we conducted extensive 
consultations with the trade community across Canada on 


- Transformation plans are adjusted appropriately as dictated by changing circumstances. 


Customs Services 


ANE 


| | 2001-2002 


how to improve security and risk assessment while allowing 
legitimate trade to be processed quickly. 


In concert with the United States Bureau of Customs and 
Border Protection (US-BCBP) and CIC, we established Joint 
Passenger Analysis Unit pilots at Miami and Vancouver 
international airports and have been assisting the US-BCBP 
in identifying high-risk marine cargo destined for the U.S. 
via Canada. Additionally, in March 2003, we received and 
processed information pertaining to approximately 17,000 
terrorist-related lookouts from the US-BCBP. We also 
collaborated closely with the US-BCBP to enhance the 
security of both countries while minimizing the 
administrative burden on the trade community through 
harmonized processes and requirements. The Intelligence 
Management System (IMS) was fully implemented on 
March 31, 2002, to improve the ability of intelligence 
officers to manage intelligence leads and cases. 


In June 2002, the Free and Secure Trade (FAST) program 
was announced. By December 2002, it was implemented at 
the six busiest commercial land border crossings together 
with five driver enrolment centres. FAST is a joint 
harmonized initiative with the US-BCBP and CIC that allows 
low-risk commercial shipments to clear both Canadian and 
U.S. customs faster. NEXUS Highway, a similar harmonized 
program for travellers, was expanded from a pilot to a 
national program. It was implemented at seven border 
locations, and we established a joint Canada/U.S. enrolment 
centre. CANPASS-Air, which allows expedited passage into 
Canada for pre-approved, low-risk air travellers, was 
introduced at Vancouver International Airport with the 
opening of the enrolment centre in March 2003. Building on 
CANPASS-Air, we completed negotiations with the US-BCBP 
to pilot a bi-national version, called NEXUS-Air, to offer the 
program to air travellers in both countries. 
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2002-2003 has seen considerable success in rolling out a rates can be more fully evaluated in the context of a 
number of projects, although the full measure of their full year. 
contribution to our outcome will not be felt until take-up 


= 


Initiative 


Advance Passenger Information 


Joint Passenger Analysis Units 


| Cross-Reference — 


Status of Innovation Agenda and Cross References 


National Programs 


Results 


1 Implemented in October 2002, 78 carriers reporting 


We continue to work on Passenger Name Record 


Pilots in Miami and Vancouver 


Shared Border Facilities 


1472 


Customs Self Assessment 23 Take-up rates: Importers — 50%; Carriers — 270%; Drivers — 135% 
Advance Cargo Reporting 1 Assisting U.S. to identify high-risk cargo destined for the U.S. 
Free and Secure Trade 2,3,4 December 2002, implemented at 6 busiest commercial highway offices 
NEXUS Highway 3,4 7 border locations, 4 enrolment centres, 45,604 active members 
CANPASS-Air 3,4 Enrolment centre in Vancouver opened in March 2003 

| Integrated Primary Inspection Line - Improved document reader - all major airports and bus offices 
AMPS — Commercial 2 Implemented in October 2002, continued consultations 
IMS 5 Intelligence Management System was fully implemented March 31, 2002 
FAST enrolment centres 2,3,4 5 Joint Canada/U.S. enrolment centres opened 2002-2003 (located in U.S.) 
NEXUS enrolment centres 3,4 4 Joint Canada/U.S. enrolment centres opened 2002-2003 (located in U.S.) 


- Scheduled to open 2003-2004 


2001-2002 Road | 


The 2001-2002 Annual keport identified areas targeted for 
improvement in each business line in a section entitled “The 
Road Ahead — 2002 and Beyond”. The chart below indicates 
the progress we have made to address the performance 
issues for this business line in 2002-2003, and adds new 
items that have arisen as a result of the evaluation 


undertaken in this year’s report. Page references to 


head 


Items from 2001-2002 Annual Report 


Performance by Business Line 


Customs Services 


n the 


Deliver on Customs Action 
Plan and Manley-Ridge 
Initiatives 
Ih 20 
28 
Ni, 
7 
(les 
27 


Take-up rates for all programs improve consistently 
and materially from year to year. 


Expanded participation in Customs Self 
Assessment (CSA). 


Implementation of Commercial Administrative 
Monetary Penalty System (AMPS). 


Implementation of NEXUS — Air was delayed at 
Dorval and Ottawa. 


CANPAS -Air — implementation at Vancouver 
International Airport, delayed at Pearson 
International Airport. 


Implementation of Free and Secure Trade (FAST) at 
six major Canada/U.S. crossings. 


Continued roll-out of NEXUS Highway at the major 
sites in southern Ontario 


Begin implementation of Advance Passenger 
Information (API) 


For all below. 


Implementation of NEXUS—Air pilot. 


CANPASS-Air operational at Vancouver 
International Airport. 


Expand FAST to six additional passage 


sites and 5 additional enrolment centres. 


Acquire proximity card and transponder 
technology for FAST. 


Expand NEXUS Highway to 6 additional 
land border locations. 


Implement enhancements to API/PNR 
and Advance Commercial Information 
(ACI) systems and processes. 


Implement enhancements to the 
Intelligence Management System (IMS) 
and processes. 


Implement Canada's G7 Import and 
Export options. 


Expand IPIL to include cruise ship 
locations. 


Improvement in 


additional coverage of these items in the Summary of the 
Corporate Business Plan 2002-2003 to 2004-2005 are 
provided, where applicable. The chart lists the specific 
immediate-term priorities for improvement we will be 
undertaking in 2003-2004, and indicates whether the item is 
a longer-term initiative to be addressed in the Summary of 
the Corporate Business Plan 2004-2005 to 2006-2007. 


Address 
_ innext 


No 


No 


Yes 


Yes 


No 


Yes 


No 


Yes 


Yes 


Yes 


Yes 


Targeted Areasfor 
Improvement | CBP | 


Further develop measures of trade 
compliance. 


Address weaknesses in 26 
compliance measures and 
advance the Compliance 
Improvement Plan 


(Z| Generate statistically reliable measures in order to 
monitor and report on compliance for border and 
trade issues. 


Analyze the impact of September 11 on 
compliance issues and border management. 


Implement changes recommended by the Office 
of the Auditor General (OAG). 


Wi Develop a national core curriculum and a long- 
term learning plan for beginner, intermediate, and 
senior compliance verification officers, which will 
be adaptable for Customs client services officers 
and appeals officers. 


Continue to be a member of the WCO 
and contribute to policy decisions. 


Advance Canadian 
interests in international 
forums, and continue to 
support certainty and 
consistency for traders 
and travellers 


V Continue to be a member of the World Customs 
Organization (WCO) Policy Commission for the 
next two years. 


Continue to chair the WCO's Working Party to the 
Permanent Technical Committee. 


Y Ontrack Y) Mostly on track X Not on track 


Performance by Business Line 


Appeals 


About Appeals 


The CCRA’s Appeals program administers one of the 
Government of Canada’s largest dispute resolution services. 
We aim to provide clients with a fair dispute resolution 
process respecting Canadians’ fundamental right to redress 
in their dealings with the federal government. 


We review clients’ contested decisions in income tax, GST/ 
HST, excise tax, trade administration, customs enforcement 
sanctions, Canada Pension Plan, and Employment Insurance 
cases. Clients who are not satisfied with the results of our 

review may appeal to the courts, or for trade administration 
issues, to the Canadian International Trade Tribunal (CITT). 


In addition, we are responsible for co-ordinating the CCRA’s 
Fairness Initiative, which includes the application of 
legislative provisions for forgiving interest and penalties to 
clients unable to comply with tax laws due to circumstances 
beyond their control. We also administer the Voluntary 
Disclosures Program, which allows clients to correct past 
errors or Omissions and report without penalty their tax, 
duty, and tariff obligations. 


As of March 31, 2003, almost $8 billion in income taxes, 
GST/HST, excise taxes, and customs duties were in dispute, 
an amount that was stable this past year. These areas are the 
major sources of redress claims, involving some 84,000 
individuals and businesses who exercised their fundamental 
right to redress. 


Contributions of Others 


While the achievement of our expected outcome is largely 
within our own control, we rely on other parties to help 
provide fair and timely dispute resolution. 


To enhance fairness, we co-operate with the Department of 
Justice to help identify legislative amendments and 
recommend these changes to the Department of Finance. 


To enhance the impartiality of the appeals process, both the 
CCRA and our clients rely on the courts and the 
independence of the judiciary as the ultimate arbiters of 
disputes that cannot be successfully resolved through the 
CCRA’s administrative redress process. We are also impacted 
by the speed at which the courts resolve appealed cases. 


Performance Context: Risks and 
Challenges 


To earn and keep the trust of our clients, we need a redress 
process that is not only fair, but is also perceived to be fair. 
Clients who are not satisfied with the results of our reviews 
can appeal to the courts. For trade administration issues, 
they can appeal to the Canadian International Trade 
Tribunal. 


Our goal in Appeals is to ensure that all of the CCRA’s 
clients have access to responsive and impartial redress. 
Although we have been able to increase the number of 
disputes we resolve, we are still unable to keep pace with 
the intake of new objections. As a result, inventories 
continue to grow, especially of non-workable files. A file is 
considered to be “non-workable” if a court decision or legal 
opinion on it or a related file is pending, additional 
information from the client is required, or the file is awaiting 
an opinion or direction. 
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Almost 20,000 of our 54,000 cases in non-workable status 
relate to pay equity objections. These objections have been 
filed by the pay equity recipients who may have felt 
dissatisfied with the impact of our legislation on their equity 
receipts, such as the imposition of tax on the accumulated 
interest portion of the receipts. However, a large number of 
non-workable files may move into workable status with 
little notice as these cases are resolved. We mitigated this 
risk by implementing the recommendations of our 
comprehensive study to improve timeliness. 


To date, we have made limited progress in measuring the 
consistency of fairness decisions or in implementing fairness 
monitoring, and are still unable to report on our 
performance in this area. We mitigated this risk by 
developing monitoring plans for all program areas that are 
involved with the administration of the fairness provisions, 
and by reviewing our Fairness Registry to expand its 
information capabilities. Despite these initial efforts, more 
quantitative measures of performance will not be possible 
until additional progress in enhancing our systems is made. 


Spending Profile 


Appeals is the smallest of the CCRA’s business lines, 
accounting for only 2.4% ($96.5 million) of the total CCRA 
budget. In 2002-2003, only $93.5 million was spent by the 
Appeals business line. 


The Appeals business line’s activities and resources support 
the facilitation of voluntary compliance through channels 
such as publications, case information services, and the 
timely provision of fair dispute resolution. Our impartial and 
timely redress system fosters trust in the tax and customs 
systems as a whole which, in turn, promotes voluntary 
compliance with those systems. All of the expenditure of 
$93.5 million was allocated to voluntary compliance 
activities. 


inventories of disputes — 


a Still attem ating to address staffing shortfalls 
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status updates to clie 
und time of case processing 


Conclusions Against Expected 
Outcome 


We have one expected outcome: Canadians receive an 
impartial and timely review of contested decisions 
through our redress system — Our aim is to provide 
clients with a fair dispute resolution process. An impartial 
and timely process fosters trust in the integrity of our tax 
and customs systems, which helps promote voluntary 
compliance with these systems. 


On balance, our performance indicates that we mostly met 
our expected outcome. 


We significantly improved the timeliness of case processing 
in 2002-2003 by implementing a number of process 
improvements recommended in a comprehensive study we 
undertook in 2001-2002. We now meet many of the 
turnaround time targets in our five program areas. However, 
despite increasing the number of cases we resolved during 
the year to over 78,000 from the 72,000 level of 2001-2002, 
our inventory continued to grow, as we took in over 84,000 
disputes during the year. This is likely due in part to 
increased audit activity and pay equity disputes in 
2002-2003. 


To enhance our ability to keep clients informed about their 
disputes, the new service standard we introduced in 
2001-2002 to provide clients with a meaningful status 
update on their disputes within 30 days of filing was 
enhanced from 75% across all program areas in 2001-2002 
to 85% for each program area in 2002-2003. We met the 
enhanced standard for each program area and thereby 
increased our overall performance by contacting 87% of 
clients with a meaningful status update (up from 82% in 
2001-2002). 


tuting CCRA-wide fairness monitoring = 


Performance by Business Line 


A basic aspect of fairness is ensuring clients are informed of 
their rights and how to exercise them. Making sure the 
process is timely, accessible, and consistent also contributes 
to its actual and perceived fairness. Striking the right 
balance between the consistent and fair resolution of 
disputes and litigation, and doing so within a reasonable 
time frame, is also essential to the integrity of our redress 
process. 


Although we strive to provide consistent, fair, and impartial 
reviews of disputes, we recognize that there is still further 
progress to be made in the area of timeliness. We are also 
making progress in instituting agency-wide monitoring of 
the fairness provisions to provide greater assurance of 
consistency and fairness in our decisions, by reviewing and 
fine-tuning the tools and guidelines we already have in 
place. 


Clients also made increasing use of our Voluntary 
Disclosures Program. We resolved 5,097 cases in 2002-2003, 
but as we received over 5,300 requests during the year, our 
inventory continued to grow. 


Exhibit 10: Redress Clients 


Redress Clients Percentage 


Individual income tax filers 67% 


| Corporate income tax filers : 5% 
Canada Child Tax Benefit recipients 2% 
GST/HST registrants and non-registrants 5% 


Non-resident visitors 


Employers 


Workers 4% 


Travellers 2% 


Commercial importers 


The next section presents our Performance Summary 
against our four anticipated results for the Appeals business 
line. Our anticipated results deal with our strategic outcome 
of managing the compliance continuum. These anticipated 
results support our expected outcome - Canadians receive 
an impartial and timely review of contested decisions 
through our redress system. 


5,097 voluntary disclc ures pr cessed, with related 
assessments estimated at $277 million 


+ Budget of $96.5 million 


~ Some 1260 full-time equivalent employees | 


Expected Outcome 


Canadians receive an impartial and timely review of contested decisions through our redress system | 


Anticipated Result 1 


treatment 


Performance Expectations: 
Maintaining or exceeding the high ieee of eo accessibility, and Bonsheney ses since 2000- 2001. 
Meet service standard for meaningful contact across all five program areas. | 
Maintain or increase overall client satisfaction rates, as measured in the Appeals Branch Client Survey. 


Continuing to make progress in these areas every year, as measured against our current service standard and other indicators of 
performance. 


Performance Summary — We have met our Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


¢ maintained the high levels of transparency, accessibility, 
and consistency reported since 2000-2001 

e met an enhanced service standard for meaningful 
contact across all five program areas 

e¢ mdde progress in these areas as measured against our 
current service standard and other indicators of 
performance 

e however, project to measure overall client satisfaction 
rates using the Appeals Branch Client Survey was 
delayed 


We strive to provide a dispute resolution process that is 
accessible, transparent and consistent. These attributes help 
to promote fair and impartial treatment of our clients. To 
ensure that all clients are aware of their right to redress and 
how to access Appeals services, we advise potential clients 
of the appeals process and their appeal rights through our 
major tax, customs, and benefits forms. 


Our last CCRA Annual Survey! indicates that 73% of 
Canadians are aware of their right to file a dispute if they 
disagree with our decisions. In all, over 84,000 disputes 
were received during 2002-2003, and 67% of these were 
individual income tax filers. 


To enhance the accessibility of redress, we initiated a 
project to review a number of options to modify the “front 
end” of the processing of objections. This project should 
lead to clients being able to file their objections via the 


1. See footnote on page 1-29 regarding the reliability 
of this survey 
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2002-2003 


2001-2002 


Internet in 2004-2005. It will continue through 2003-2004 to 
provide sufficient data for evaluation. 


To maintain transparency, we are refining our clients’ 
accessibility to redress, and exploring ways to enhance 
client satisfaction. We raised our service standard in 
2002-2003 to ensure that 85% of clients from each program 
area who filed disputes are provided with a meaningful 
status update within 30 days of filing. Not only did we 
contact overall 87% of clients within the stated time frame, 
we exceeded the targeted percentage in every program 
area. 


1-1 Performance Against Service Standards - Percentage of 
Clients Contacted within 30 Days 


100% ‘i 97% 
90% + 
80% | | 
70% 4 | 
60% 4 | 
50% 4 | 
40% 4 | 
30% 4 
20% 4 | 
10% 4 | 
0% + 


85% Target 
2002-2003 


75% Target 
2001-2002 


Clients contacted within 30 days 


Income Tax GST/HST and Trade Customs CPP/EI 
Excise Tax Administration Adjudications 


Program area 


In order to ensure fair and consistent treatment of clients, 
and thus enhance client satisfaction, we discuss our 
decisions with clients once the decisions are reached. This 
year, approximately 67% of our income tax clients agreed 
with the decision we reached, up from the 64% recorded in 
2001-2002. Our 2003 Appeals Branch Client Survey will 
provide more information to assess how well we are 
meeting our clients’ need for accessible, transparent, and 
consistent treatment. 


Performance Expectations: 


Performance Summary — We have mostly met our 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


e reduced turnaround times significantly, in line with 
targeted improvements every year until 2004-2005 

e we have improved productivity, as measured by the 
number of cases completed and the ratio of disposals to 
dispute intakes; however, we still need to make further 
progress in stabilizing inventories, in particular, the 
growing proportion of the non-workable inventory 
component 

¢ however, project to measure overall client satisfaction 
rates using the Appeals Branch Client Survey was delayed 


In 2002-2003, we significantly reduced turnaround times in 
dispute processing and in doing so, met our targets in most 
of our program areas. 


2-1 Average Number of Workable Days to Complete 


350 4 


See note 1 
See note 2 


Days 


Income Tax GST/HST Trade Admin. Adjudications | CPP/El 
and Excise Tax 


Program area 
| 2002-2003 Target 
_, 2004-2005 Target 


2003-2004 Target 


2001-2002 


* Note 1: There are 10 separate targets for income tax cases, ranging from 104 to 449 
days, depending on the complexity of the case. We met the target in seven of the 10 
categories. 


* Note 2: There are three separate targets for CPP/EI cases, ranging from 75 to 105 
days, depending on the nature of the cases. Although we did not meet the targets, 
performance has been steadily improving. 


* Performance in reducing turnaround times should improve every year until 2004-2005. 
* Productivity, as measured by the number of cases completed, should increase relative to intakes. 
- The average age of workable inventory should decline in response to the more prompt resolution of disputes, assuming stable intakes. 


2002-2003 


Mostly met 


2001-2002 


Not met 


This improvement can be attributed to the implementation 
of many of the 130 recommendations contained in the 
comprehensive study we undertook in 2001-2002, which 
confirmed the possibility of improving inventory and 
turnaround times by allocating workloads more efficiently, 
staffing appropriately, and managing risk better. By 
implementing these recommendations, we increased the 
number of cases we resolved from about 73,000 in 
2001-2002 to over 78,000 in 2002-2003 and decreased our 
overall turnaround times by over 20%. As we continue to 
implement additional recommendations, we expect to keep 
reducing turnaround times to meet the targets we have put 
in place for 2004-2005. 


N 


-2. Dispute Intakes and Disposals 


90 5 
85.6 


84,5 


80 4 


69.0 69.0 


Dispute Intakes and Disposals 
(Thousand) 


2000-2001 2001-2002 2002-2003 


Fiscal Year 


Total Disposals 


Total Intakes 


Total Intakes without Pay Equity Files 


_| Total Disposals without Pay Equity Files 


Aside from turnaround times, the age of our caseload 
remains an issue. Since 2000-2001, we have made only 
slight progress in reducing our workable inventory, bringing 
it down from 23,217 to 21,670 cases in 2002-2003. Our 2003 
Appeals Branch Client Survey, to be conducted in the fall, 
will provide a good reference to inform us about our clients' 
perception of our efforts in the timely resolution of disputes. 
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2-3 Dispute Inventory by Age - Number of Workable Files 
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Time in Inventory 


The proportion of our inventory that is in non-workable 
status while we await court decisions or other information 
continues to rise, and now stands at 71% (54,048) of our 
total inventory. 


2-4 Number of Workable and Non-Workable Files in 
Inventory 
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A total of 20,000 of these files relate to the treatment of 
federal government pay-equity payments, a matter which is 
before the courts. The total value of amounts in dispute in 
non-workable cases remained at $6.3 billion, which 


represents nearly 80% of the overall $7.94 billion currently 
in dispute. 
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| Performance by Business Line 


Appeals 


Expected Outcome 


Canadians receive an impartial and timely review of contested decisions through our redress system Data 
rating quality 


2002-2003 Mostly met Reasonable 


! Sal ge sas Result s 


Handling of the fine orp: ad provisions i is is consistently sole across oF programs 
and ae 


2001-2002 Mostly met Weak 


Pertorinance Expectations: 

* Commitments under the previous year’s Road Ahead are met, and the backlog of Voluntary Disclosures cases is kept to a minimum. 
: Staff training, guidelines, and procedures promote the consistent application of the fairness provisions. 

* CCRA monitoring programs confirm that the fairness provisions are being applied consistently across programs and regions. 


Performance Summary — We have mostly met our 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ commenced work on updating staff training and 
guidelines to promote the consistent application of the 
fairness provisions 

e conducted a review of the fairness registry and initiated 
steps leading to systems changes to improve its 
information capabilities 

¢ increased completion of cases under the Voluntary 
Disclosures Program (VDP), although we still need to 
make progress in stabilizing the inventory 

¢ however, limited progress was made in instituting 
monitoring programs to confirm that the fairness 
provisions are being applied consistently across programs 
and regions 


In 2001-2002, we issued the 7-Point Plan for Fairness to 
integrate the principles of fairness across the CCRA. Fairness 
is applied across the Agency in two major ways: through the 
Voluntary Disclosures Program (VDP) and through the 
application of fairness provisions. 


Our VDP promotes voluntary compliance with the 
accounting and payment of duty and tax provisions under 
the laws that CCRA administers, by providing clients with an 
Opportunity to correct past omissions, without penalty, thus 
rendering them compliant. 


In 2002-2003, the VDP continued its significant expansion. 
We increased the number of voluntary disclosures cases we 
completed from 4,732 in 2001-2002 to 5,097 in 2002-2003. 
This increase in participation shows that communications 
promoting voluntary disclosures remain effective. 


3-1 Voluntary Disclosures Program - Cases Completed 
and Inventory 


4,043 
3,931 Income tax cases 


completed 


{2 GST/HST and 
Excise Tax cases 
completed 


Cases (Thousand) 
Ww 


@@ Inventory 
remaining 


2002-2003 


2001-2002 


2000-2001 
Fiscal Year 

The VDP cases we processed this year have related 

assessments totalling an estimated $277 million in taxes, 

split between $105 million for income tax files and 


$172 million for GST/HST and excise tax files, reflecting an 
increase of 20%, from $230 million in 2001-2002. 


3-2. Related Assessments for Completed Voluntary 
Disclosures Cases: Income Tax, GST/HST, and Excise Tax 
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The increase in the use of the program has resulted in a 
growing inventory, which rose 10% in 2002-2003 from 2,459 
to 2,706 files. As we now have a secure and stable funding 
source for the program, we expect to begin reducing 
inventories in future years. 
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As for the application of the fairness provisions, sections of 
the Income Tax Act and other Acts the CCRA administers 
permit the CCRA to cancel or waive penalties and interest 
payable by taxpayers who have faced extenuating 
circumstances. 


Interest and penalties are cancelled in cases where they 
have already been assessed. They are waived when they 
have not been assessed. For example, minor amounts are 
not charged if the CCRA caused a delay in processing an 
adjustment. 


While much of the day-to-day administration of the fairness 
provisions is conducted within various Tax Services 
programs, Appeals Branch coordinates the Fairness initiative 
across the Agency. 


For 2002-2003, clients’ requests decreased significantly 
under the fairness provisions. Fig. 3-3 shows that they fell to 
63,600 in 2002-2003 from over 78,000 in 2001-2002. This is 
the first volume decrease in several years. Out of the 
estimated 63,600 cases CCRA-wide, relief was provided in 
about 41,100 (almost 65%) cases. The value of interest and 
penalties cancelled or waived declined from $191 million in 
2001-2002 to $166 million in 2002-2003, for an average 
estimated amount forgiven of $4,031 per client. 


3-3 Requests and Relief Under the Fairness Provisions 
100 > 
80 4 Wis 


60 5 om ; 
Relief Requested 


| Relief Provided 


Cases (Thousand) 


ey 


2000-2001 2001-2002 2002-2003 


Fiscal Year 


Note: The figures shown for 2001-2002 are restated from last year’s Annual Report to 
correct an error in our Statistical Tracking Analysis and Reporting System (STARS). 


We also automatically cancelled or waived an additional 
$155 million in penalties and interest for almost 1.9 million 
taxpayers, for an average estimated amount forgiven of 
$81 per client this year. 


In total, an estimated $321 million was cancelled or waived 
by the CCRA across all business lines, including $257 million 
pertaining to Tax Services. 


We are making progress in the consistent application of the 
fairness provisions throughout the CCRA. One Appeals 
Branch study revealed that Appeals officers are 
administering the fairness provisions well, and also 
identified areas that are necessary to further improve the 
application of the guidelines. 


Some progress has also been made in instituting 
Agency-wide monitoring. Appeals, as the lead branch, 
co-ordinated the development of monitoring plans for all 
program areas that are involved with the administration of 
the fairness provisions. We also commenced work on 
revising and updating the reference guide on fairness 
provisions for field office staff training that we issued last 
year. The guide will be used to promote greater consistency 
and accuracy in the processing of requests at service points 
throughout Canada. 


We continue to face challenges with the fairness registry for 
tracking fairness requests and decisions relating to the 
cancellation of interest and penalty assessments. We 
conducted a review of the registry to improve its 
information capabilities and to better track client 
information. As a result of the review, recommendations 
have been issued to initiate systems changes we plan to 
complete in 2005. 


| Performance by Business Line 


Expected Outcome 


Canadians receive an impartial and timely review of contested decisions through our redress system 


Anticipated Result 4 oo 
Risk management of dispute and litigation issues is effective 
Performance Expectations: 


resolved consistently. 


Performance Summary — We have mostly met our 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


e the vast majority of cases were resolved administratively, 
before reaching the courts, which gives assurance that 
complex cases are handled where expertise exists, and 
non-complex cases are resolved consistently 

e the majority of court decisions were rendered in favour 
of the CCRA 

e however, improvement is still required in the consistent 
evaluation of the level and potential impact of risk, and 
the documentation of the rationale behind decisions 


Risk management is essential to promoting the consistent 
and fair resolution of disputes and litigation within a 
reasonable time. We seek to minimize the potential impact 
of cases that could lead to a broader, unintentional erosion 
of the tax base, or to other societal implications, through 
early identification and proposals to the departments of 
Finance and Justice to address needed clarifications. 


We attempt to resolve most cases at the administrative level, 
and did so in over 94% of cases in 2002-2003 for all program 
areas, with the exception of CPP/EI disputes, where CCRA’s 
unique role makes comparison with other programs 
difficult. We endeavour to proceed to court only under 
appropriate circumstances. In 2002-2003, our original 
determination was confirmed by the courts in the majority 
of cases (57%), a result which is consistent with our goals. 
Although our success rate in the courts declined slightly 
from 59% in 2001-2002, we are very confident in our 
litigation management approach. 


+ Risk management approach gives assurance that complex cases are handled where expertise exists, and non-complex cases are 


* The vast majority of cases are resolved before reaching the courts. 
The majority of decisions appealed to the courts are resolved in favour of the CCRA. 


Performance Data 
rating quality 


4-1 Outcome of Clients’ Disputes and Appeals 


Administrative Resolution Court Resolution 


[317% 


26% 
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Allowed in part Other (late, invalid, dismissed, quashed) 


This past year, we introduced several programs to better 
manage risk, including the appointment of quality assurance 
officers to monitor the processing of files in field offices, 
along with on-site monitoring activities in six offices. Our 
first Quality Assurance Annual Report, which reviewed our 
appeals processes, established 12 quality standards to assess 
our performance. The report found that the review of 
objections by officers and the co-operation between 
Headquarters and the regions are working well. On the 
other hand, the report noted that there is room for 
improvement in six areas, including consistently evaluating 
the level of risk and potential impacts associated with 
incoming cases and documenting the rationale behind our 
decisions. Once fully instituted, we expect that our quality 
assurance and monitoring programs will contribute to stable 
performance in risk management for both non-complex and 
complex files. 
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Progress Against Areas Targeted for Improvement in the 
2001-2002 Road Ahead 


The 2001-2002 Annual Report identified areas targeted for 
improvement in each business line in a section entitled “The 
Road Ahead — 2002 and Beyond”. The chart below indicates 
the progress we have made to address the performance 
issues for this business line in 2002-2003, and adds new 
items that have arisen as a result of the evaluation 
undertaken in this year’s report. Page references to 


Targeted Areas for : 


Improvement 


Implement selected 
timeliness improvement 
recommendations, 
including progressively 
more aggressive case 
completion targets 


Y Some of the 130 recommendations to decrease 
turnaround times were implemented. 


Timeliness was significantly improved and we met 
targets in most program areas in 2002-2003. 


Implement programs for 
quality assurance and for 
monitoring the 
application of the fairness 
provisions and the 
principles contained in 
the 7-Point Plan for 
Fairness 


50757, 


| Appeals, as the lead branch, continued to co- 
ordinate the ongoing development of monitoring 
plans for all program areas that are involved in 
administering the fairness provisions and in 
explaining further steps that a client can take if we 
have denied their request. 


tan 


Implement the remainder 
of the training framework 


Conduct a pilot study of 
file complexity factors to 
better predict turnaround 
times and required 
resources 


57, 


JY Many initiatives were undertaken in 2002-2003. A 
Learning and Career Development Management 
Intranet site was created to provide employees 
with information and tools to help develop 
competencies and assist in career advancement. 
Training on the Administrative Monetary Penalty 
System, as well as on the various stages of the 
litigation process, was developed and delivered. 


n/a 


¥Y Acomplexity calculator program was developed to 
allow screeners to determine the level of 
complexity of files. The calculator was piloted in 
February 2003. 


AGS es See 


1-84 


¥Y Ontrack V4 


Mostly on track 


Items from 2001-2002 Annual Report 


additional coverage of these items in the Summary of the 
Corporate Business Plan 2002-2003 to 2004-2005 are 
provided, where applicable. The chart lists the specific 
immediate-term priorities for improvement we will be 
undertaking in 2003-2004, and indicates whether the item is 
a longer-term initiative to be addressed in the Summary of 
the Corporate Business Plan 2004-2005 to 2006-2007. 


Implement the recommendations for 
decreasing turnaround times and 
reducing the high levels of 
non-workable files. 


Continue to co-ordinate the Yes 


development of fairness monitoring 
plans with other branches. 


Training of employees through delivery 
of specialized courses (e.g., Electronic- 
learning, statutory interpretation, 
Litigation and CPP/EI legislative 
training). 


Evaluate the results of the pilot project, 
with a view towards implementing the 
calculator nationally. 


X Noton track 


Performance by Business Line 


Corporate Management and Direction 


Corporate Management and 


About Corporate Management and 
Direction (CMD) 


CMD helps the CCRA’s core business deliver better service 
to Canadians with innovative ways of supporting our many 
programs and services that promote compliance with tax, 
trade, and border legislation. CMD supports the CCRA’s core 
business with the following services: financial, 
administration, information technology, human resources, 
communications, legal, internal audit, and evaluation. 


Within a sound governance structure, and by adhering to 
modernized comptrollership principles, CMD facilitates 
strategic direction in support of all CCRA programs and 
services. Our work guides the development of the 
infrastructure we need to enable effective program 
development and delivery. 


Contributions of Others 


Reviews by the Office of the Auditor General of Canada, 
Treasury Board Secretariat, the Privacy Commissioner, the 
Information Commissioner, and the Office of the 
Commissioner of Official Languages all provide valuable 
input to our change agenda and our success in providing 
better service to Canadians. 


We have also partnered with common service providers 
such as Public Works and Government Services Canada for 
the management of our pay system, accommodations, real 
property and contracts. 


Performance Context: Risks and 
Challenges 


Our 2002-2003 performance environment was heavily 
influenced by international threats of terrorism, which 
heightened the CCRA’s security issues. As well, ongoing 
public demands for better service, transparency and 
accountability, access to information requests, sustainable 
development concerns, and electronic capacity to meet 
these needs, stress an already fully burdened program 
infrastructure. The CCRA is at capacity in its core business 
and will find it difficult to absorb any further changes or 
constraints, without resetting its priorities. 


irection 


Since its creation, the CCRA has undertaken an aggressive 
change agenda, employing the flexibility associated with 
agency status. At the same time, we have maintained a 
balanced focus that continues to permit the smooth delivery 
of our core operations. Meeting the funding challenges is 
impacting CCRA services as we try to meet the growing 
demand for more Internet-based services for Canadians. The 
challenge lies in balancing the innovation requirements for 
better services with our compliance and enforcement 
mandates. 


Since the recent provincial overpayments, we have striven 
to strengthen the public’s trust in the CCRA by affirming and 
continuing to monitor that appropriate financial controls are 
working as intended to mitigate the risk of future lost 
business opportunities with the provinces and territories. 


Spending Profile 


In 2002-2003, about 20% ($801.6 million) of the CCRA 
budget was devoted to the Corporate Management and 
Direction business line. CMD spent a total of $778.9 million. 


The largest share of CMD’s resources (approximately 47%) 
was spent on Information Technology (IT). The CCRA’s IT 
function supports two data centres that process 1.7 million 
transactions per hour. We also maintain about 

280 applications, seven mainframe computers and 

1,600 LAN servers for some 54,000 CCRA employees (at 
peak periods) in over 750 locations across Canada. 


Exhibit 11: Distribution of Resources Across the 
Compliance Continuum for 


CMD Business Line 
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Total Spending: $778.9 million 


With the transformation of the CCRA largely complete, 
CMD’s internal support of the business lines is reflected 
through the results of our modern and innovative 
management approaches. The CCRA now has in place a 
strong infrastructure of financial resources, IT, people, and 
administrative systems to help support the CCRA’s 
achievement of our Compliance Outcome. 


Conclusions Against Our Expected 
Outcome 


We have one expected outcome: Performance of our 
business services and operations is maximized 
through modern and innovative management 
approaches — We have met our expected outcome 
through our strong performance against each of our five key 
CMD anticipated results. CMD’s performance has met our 
innovations and compliance strategic outcomes. 


This third Annual Report comes at a turning point for the 
CCRA as we now consider ourselves an established Agency. 
Over the last three years, we have made significant progress 
in implementing our transformation agenda. Many 
challenges were met and addressed, and adjustments were 
made where initiatives lagged. Overall, we are on track 


al—estimated savings of 


‘ ‘Implementation of yew accrual accounting (FIS Phase il) for 
first reporting of CCRA’s Financial Statements in 2002-2003 
+ New costing and management tools such as Quarterly 
Budgeting and In-Year Reporting are in place, and 
activity-based costing was piloted 


- Implementation of IT’s e-computing 


towards meeting our innovation goals and performance 
expectations. 


The CCRA’s management practices that support the 
principles of modern comptrollership have been 
established. We judge that the key elements of a 
management regime based on our modern comptrollership 
principles (strategic leadership, shared values and ethics, 
rigorous stewardship, and clear accountability among 
others) are largely in place and are providing sound 
financial and treasury support across the CCRA. In our 
Transparent Management for Results (TMFR) agenda, our 
Corporate Business Plan and Annual Report establish the 
linkage of resources to results. Performance and risk 
information to improve decision-making have now been 
identified and are being used, but more needs to be done. 


In mitigating financial risks, financial systems controls are 
being jointly reviewed by CCRA’s corporate audit and 
evaluation function and the OAG, the results of which help 
to provide assurance of the existence and adequacy of 
internal controls for the major revenue application systems. 


In addressing the decrease in the public’s trust in the CCRA 
after the provincial overpayment issue of last year, the 
corporate audit and evaluation function reaffirmed the 
completeness and accuracy of the revised CCRA’s account 
structure for capturing tax amounts transferred to the 
provinces and territories. This work was carried out in 
conjunction with the Office of the Auditor General (OAG), 
with the aim of strengthening CCRA’s credibility in revenue 
transaction recording. 


Many of the Human Resources Reform and Renewal 
(HRR&R) initiatives are either completed or on schedule for 
completion. The CCRA is assessing the remaining work to 
be done to ensure that our modernizing concepts and 
designs are still valid for meeting future Agency needs. 
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Across the CCRA, security has been heightened and is 
driving program change and system upgrades. We have 
developed a comprehensive emergency management 
strategy that defines roles, responsibilities, and procedures 
in the event of a serious threat to the security of our 
employees and assets. Security of assets such as lap-top 
computers are being reviewed to enhance all levels of risk 
for moveable goods. Managers must continue to exercise 
constant vigilance to mitigate internal and external risks. 


Information Technology continues to meet business 
requirements, such as increased availability for customs 
security requirements, while maintaining existing 
applications. The implementation of our e-business 
computing platform will help meet future Agency business 
compliance requirements. 


The following testimonial acknowledges the best practices 
being set by the CCRA. Linda Duxbury, a Carleton 
University professor, has described the IT Renewal 
transformation as “closer than anybody else I know of, in 
the Federal Public Service context” to being successful in 
seeking, attracting, and retaining a skilled and motivated 
workforce. IT Renewal was selected as a finalist at the 
Government Technology Exhibition (GTEC) 2002. As well, 
the CCRA received two gold GTEC awards for information 
technology achievements in e-government for the Address 
Change On-Line project and the Customs Self-Assessment 
(CSA) project. 


CMD continues to assist the CCRA’s core business in 
meeting our Compliance Outcome. Stakeholders’ feedback 
indicated that our legal counsel and advisory service has a 
“significant/high level” of influence in ensuring that the 
legal aspects of CCRA operations and policies are meeting 
legislative requirements across all business lines. 


Ke Volumetrics 


ky Managed more than af 
* 2002-2003 annual receipts of $305 billion and average daily 


CMD supports the other business lines in their efforts to 
manage compliance within a self-assessing tax 
administration and security-conscious customs environment. 
Our CMD areas support all our mission-critical programs, 
systems, and assets that promote continued support for the 
Government of Canada’s commitment to public health and 


safety. 


The next section presents our Performance Summary for the 
Corporate Management and Direction business line against 
our five anticipated results. Anticipated results 1 through 5 
deal with our strategic outcome of managing the 
compliance continuum and to our strategic outcome of 
innovating for the future. These anticipated results support 
our one expected outcome—Performance of our business 
services and operations is maximized through modern and 
innovative management approaches. 


s across Canada 


_ collections of 31.2 billion 


- Handled over 3,900 privacy anda access to information 


requests 
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Expected Outcome 


Performance of our business services and operations is maximized through modern and innovative 


management BRP IOE CIS 


Anticipated R Result Ve 


Performance Ev caci tions! 


2002-2003 
| 2001-2002 


* An effective modern governance/management He od integrated at all levels across the CCRA within values- based management. 


- Integration of the management model with corporate management initiatives and requirements of Agency Management Committee, 
the Board of Management and Treasury Board Secretariat. 


Performance Summary — We have met our Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e implemented an effective modern governance/ 
management framework integrated across the CCRA 
within a values-based environment 

e Board of Management continued to expand to its full 
potential of legislated authorities and oversight 
flexibilities 


At the end of the third year as an Agency, the CCRA’s 
governance framework is positively influencing decision- 
making. Our Board of Management is providing strategic 
oversight and leadership in business and resource planning, 
risk management, financial and human resources 
management, and accountability. 


The Public Policy Forum (PPF) was commissioned to 
conduct a review of the CCRA’s unique governance regime. 
The review indicated that our governance structures are in 
line with the intended design and permit the realization of 
our objectives as an Alternative Service Delivery agency. 
Positive results such as faster and more responsive decision- 
making, observable changes in senior management culture, 
streamlined management policies, and improved planning 
and reporting documents were noted. However, the report 
suggests that the CCRA improve communication of its 
governance regime, authorities, and use of its full legislated 
flexibilities. 


Our executive and senior management performance 
agreement regime, with approximately 700 accountability 
contracts, is having a positive impact on managers and 
employees through its emphasis on personal accountability 
for, and better alignment with Corporate Business Plan 
priorities and planned deliverables. 


From the results of the 2002 CCRA Employee Survey, there 
is evidence of our cultural shift and an increased awareness 
of the CCRA’s values. 70% of employees who responded 
agree they can explain the strategic direction, including the 
mission and strategic outcomes, of the CCRA. This is a 17% 
increase since 1999. In addition, 54% of employees who 
responded agree they are “encouraged to be innovative or 
to take initiative” in their work, up 15% from the 1999 
survey. 


The CCRA’s corporate audit and evaluation function strives 
to provide independent and objective information, advice, 
and assurance to the CCRA’s senior management. It also 
facilitates oversight by the Board of Management’s Audit 
Committee. The reorganized function provides improved 
national oversight of regional core operations for better 
decision-making by senior management. In preparation for 
the five-year Agency review, required by the Canada 
Customs and Revenue Act, the function’s plans include 
conducting a series of five evaluations (Governance, Human 
Resources, Partnerships, Administrative Reform and 
Renewal, and Business Transformation). 


Feedback from our internal stakeholders indicates that Legal 
Services, which provides corporate counsel to the CCRA on 
governance issues and authorities, is integrated 
appropriately with the CCRA’s business lines and has a 
significant level of influence in ensuring that legal aspects of 
CCRA operations and policies are meeting legislative 
requirements. 
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Corporate Management and Direction 
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Expected Outcome 


Performance of our business services and operations is maximized through modern and innovative 


management SPPiCAgneh 


Anticipated Result. 2) 


Modern See sestinn that fosters scministati 
and treasury management _ 


Performance Expectations: 


Integrated Risk Management. 


Performance Summary — We have mostly met our 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


¢ implemented modern comptrollership initiatives such as 
Financial Information Strategy (FIS) for accrual 
accounting, E-Procurement, and development of 
Integrated Risk Management 

¢ made progress towards improved decision-making 
through the In-Year Performance Monitoring Report and 
activity-based costing pilots 

e however, further progress is needed to fully stabilize 
CCRA’s processes for accrual accounting, and to make 
enhancements to the reliability of its financial systems 


The CCRA has continued to pursue its Transparent 
Management for Results change initiative, the objectives of 
which parallel those of the government-wide Modern 
Comptrollership initiative. 


To articulate the CCRA’s long-range vision for modern 
comptrollership and guide future efforts to build capacity, a 
CCRA high-level Comptrollership Business Model was 
developed that depicts the inputs, activities, and processes 
required to realize the outcomes that, ideally, are attained 
by an organization exercising “first-rate” comptrollership. 


We have made significant progress towards implementing 
the Modern Comptrollership regime and practices: 


e Strategic leadership through our Corporate Business 
Plan, 

¢ Continued integration of financial and non-financial 
performance information in our Balanced Scorecard 
(BSC) via In-Year reporting; 


and service excellence, and sound financial 


+ Financial Information Strategy (FIS) implementation of projects such as E-Procurement, activity-based costing, and development of 


* Decision-making based on integrated financial and non-financial information and value-for-money. 
* Improve financial management controls and systems responsive to internal and external stakeholders needs. 


Performance Data 
rating quality 


2001-2002 


Mostly met Reasonable 


e Better operating and financial information through the 
Revenue Ledger (RL) and Corporate Administrative 
System; 

e Service improvement focus through our enhanced 
citizen-focused service standards; 

e Risk management process that is maturing at the 
corporate level; 

e Performance Management that is entrenched in our 
Annual Report and our EX/SM Accountability 
Agreements; 

e Launching of a Modern Comptrollership Capacity Check; 

e Establishment of a Comptrollership Committee; and 

e Development of a Modern Comptrollership 
Communications, Training and Learning Strategies. 


We have contained our immediate operations-related 
financial pressures and, by so doing, have maintained our 
allocations for future strategic investments and key asset 
replacements. This is facilitated by the implementation of 
our renewed Budget and Expenditure management 
framework. 


This year, a more structured quarterly budgeting and 
expenditure reporting system was developed. It will be 
implemented in 2003-2004. This budget and expenditure 
alignment will improve our managerial control at 
Headquarters and in the Regions. The CCRA completed four 
pilot projects that successfully demonstrated the benefits of 
activity-based costing for improved strategic cost 
management. Despite this progress, costing systems need 
further improvement to support the CCRA’s needs. 


Our Administration Reform and Renewal (ARR) initiative is 
winding down in 2003-2004 with about 70% of the 
initiatives completed and responsibility for ongoing 
monitoring transferred to core functions. The CCRA’s ARR 
initiative has identified savings opportunities. The estimated 
savings are $8.4 million in 2002-2003, and total cumulative 
savings will be approximately $53 million over the next four 
years. 


With the streamlining of the CCRA’s travel policy practices, 
processes, and administration, the Agency expects to 
achieve significant savings in travel expenses in coming 
years. 


Our first In-Year Performance Monitoring Report (Balanced 
Scorecard) was presented in February 2003. It provided 
earlier analysis of Agency performance. Although 
implementation of the Balanced Scorecard (BSC) automated 
system continued to lag behind its target, the first release of 
an automated BSC System was provided to selected 
corporate planners and analysts in February 2003. 


Our financial management improvement program has been 
driven by the Government’s Financial Information Strategy 
(FIS). We have implemented accrual accounting of tax 
revenues this year with the CCRA’s financial statements 
reflecting full accrual accounting for the first time in 
2002-2003. 


The strengthening of our financial, monitoring, and 
reporting systems provided managers with better financial 
information for decision-making purposes. However, 
improvements are still needed to meet internal and external 
stakeholders’ needs. 


This year, the CCRA collected more than $300 billion, 
representing average daily collections of about $1.2 billion. 
To improve our CCRA cash receipt management system, an 
enhanced system was developed and implemented 
especially for Customs’ receipts to assist in monitoring 
against the 24-hour deposit standard. 


To address the provincial overpayment problem, CCRA’s 
corporate audit and evaluation function carried out work in 
conjunction with the OAG that reaffirmed the completeness 
and accuracy of the account structure for capturing tax 
amounts Owing to the provinces and territories. Ongoing 
joint audits for financial systems controls by this function 
and the OAG are aimed at providing financial statement 
assurance based on a “controls-reliant” approach. 


The CCRA submits an Asset Management Plan for reporting 
to TBS on the Implementation of the Resource and 
Management Review. The Asset Management Plan discloses 
the results of its life-cycle management process for 
moveable goods, i.e., cars, computers, etc. The CCRA does 
not as yet have a single, integrated inventory of all Agency 
equipment (assets that are not capitalized for financial 
statement purposes); however, Agency-wide inventories do 
exist for all asset classes which are capitalized and reported 
in its financial statements. 


The CCRA made good progress on its 2001-2004 Sustainable 
Development (SD) Strategy. The focus has been on building 
SD infrastructure to facilitate better feedback through an 
automated system and strengthening environmental 
management. More SD reporting can be seen on our Web 
site. 


Progress was made in establishing a new strategic CCRA/ 
PWGSC business partnership which will enhance the 
stewardship of the CCRA's physical assets. 
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Expected Outcome 


management approaches 


Anticipated Result 3 


Transparency and Accountability in publica 
confidentiality of client information | 


Performance Expectations: 


Performance of our business services and operations is maximized through modern and innovative 
Performance Data 
rating quality 


2002-2003 Mostly met 


2001-2002 Mostly met Reasonable 


- Responding to requests for information within the legislative time frame. 


* Providing Canadians with transparent accountability of our performance. 
* Protecting the confidentiality of client information. 


Performance Summary — We have mostly met our 
Anticipated Result, as demonstrated by the following 
performance against expectations: 


e Received a grade “A” from the Information Commissioner 
for excellent compliance in responding to ATIP requests 

e demonstrated transparency in published 
communications with Canadians, Parliament, and other 
levels of Government 

¢ expanded our legal awareness training and developed a 
Management of Protected Client Information policy to 
promote the protection of the confidentiality of client 
information 

e however, review of adherence to security protocol 
identified areas for improvement 


In 2002-2003, the Access to Information Act (ATIP) requests 
received by the CCRA increased by 32% (1,009 to 1,337). 
We responded to 96% of these requests on time. Requests 
under the Privacy Act increased by 22% (2,118 to 2,593), 
and we responded to 96% of these requests within the 
legislative time frame in 2002-2003. 


Based on these results, the CCRA received an “A” from the 
Information Commissioner of Canada for our performance. 
This is the highest attainable grade and signifies excellent 
compliance by meeting the external standard of “responding 
to 95% of the information requests within the legislated time 
frame.” 


Protection of confidentiality of client information is a 
legislated requirement. Through the legal awareness 
program of the Department of Justice, Legal Services 
provided training sessions in key areas of law. Legal 
Services' advice and legal opinions, provided on aspects of 
operations and policies help us meet legislative 
requirements in a sound, balanced and risk-sensitive 
manner. 


Our on-going Risk Management Assessment and recent 
events occurring after the period covered by this Annual 
Report have highlighted the need to review and enhance the 
CCRA’s information security policy guidelines and practices. 
A review of security policies will be undertaken to identify 
areas for improvement. As well, we established the Policy 
on the Management of Protected Client Information (MPCD, 
and developed support products such as an internal website 
called the Roadmap to Protected Client Information. 


Our commitment to provide Canadians with better 
information quality was also demonstrated by our 
transparency in reporting about our performance. Our 
Corporate Business Plan and Annual Reports represent an 
objective view of our performance by discussing not only 
our major successes but also the areas where we require 
improvement. As noted in the Office of the Auditor 
General’s assessment of our performance last year, the 
CCRA has described problems and challenges it has faced, 
and has discussed situations where performance has not 
met objectives. 
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Expected Outcome 


Performance of our business services and operations is maximized through modern and innovative 


mionaveent apiieagies 


Anticipated Result a 


Par formance a Expactetone: 


2001-2002 Reasonable 


* Fullimplementation of Competency-Based Staffing; HR Management, PeHtorance Mohecerett and 1 Dispute Resolution systen 


* Improved service to managers through standardized assessment. 


* Knowledgeable workforce in the right place at the right time. 


Performance Summary — We have met our Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


e on schedule with our implementation of our Human 
Resources (HR) strategy with many of our HR Reform and 
Renewal initiatives either completed or on schedule for 
completion 

e assessed the remaining work to be done to ensure that 
our modernizing approaches and designs are being 
tailored to fit the evolving HR requirements of the 
maturing Agency 

e Improved services and tools to support managers 

e the CCRA continued to develop a knowledgeable and 
skilled work force across its business lines 


People Management — The Agency is tailoring its Human 
Resources Reform and Renewal (HRR&R) strategy to fit its 
evolving needs. Each of the initiatives in our HRR&R 
strategy was started separately, and with due regard to 
efficacy. In concert, these initiatives will contribute to the 
HR vision of effectively supporting the Agency’s core 
business lines. 


Though a direct statistical relationship between some of our 
initiatives and business results may be influenced by the 
effects of other factors, it is the Agency’s view that the 
various initiatives underway are contributing to the 
achievement of the Anticipated Result. 


In 2002-2003, the CCRA strived to demonstrate its leadership 
and commitment to providing strong people management in 
its ongoing HR activities. Progress on the main components 
of the HRR&R strategy included: 


1-92 


Classification — In 2002-2003, we implemented the 
Management/Gestion (MG) group, and continued the 
classification reform agenda by initiating the development 
of a specific classification standard for CCRA. 


Compensation — A new Compensation Service Delivery 
Model was developed and approved this year. Key 
components of this model include the redesign of HR 
processes that will result in efficient payroll transactions and 
new self-service technology for CCRA employees and 
managers. Implementation of this initiative is on track for 
delivery in 2005-2006. 


Labour Relations — The successful conclusion of a 
collective agreement this year with the Professional Institute 
of the Public Service of Canada (PIPSC) completed the 
implementation of the new bargaining unit structure as 
determined by the Public Service Staff Relations Board in 
2001. This agreement consolidated the terms and conditions 
of employment for eight previous bargaining units 
representing 12 occupational groups. 


Resourcing — As we break new ground in the development 
of a competency-based human resources management 
system using the Pre-Qualification Process (PQP), we have 
had to make adjustments to our plans and therefore, are 
behind the original schedule. During 2002-2003, 54 PQP’s 
were initiated within the CCRA. To prepare for the 
implementation of this new system, information sessions 
were provided to over 14,000 employees and managers. As 
of March 31, 82% of employees occupied positions with a 
job competency profile. The focus placed on educating our 
staff on the Pre-Qualification Process resulted in delays to 
the completion of Employee Competency Profiles. 
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HR Systems — Work continued to strengthen the integrity 
of the Corporate Administrative System (CAS) HR data. A 
draft HR-IT Business Strategic Plan was developed to 
support the HR reform needs for the next three years. The 
plan draws the strategic road map and provides an 
integrated view of the timeline and interdependencies. 


Dispute Management — Alternative Dispute Resolution 
(ADR) training attendance for 2002-2003 was almost 17,000, 
with cumulative attendance exceeding 47,000 since the 
courses were first offered. For the second consecutive year, 
harassment complaints have remained significantly below 
the previous four-year average of 90 complaints per year. 
The number of staff relations grievances increased this year 
by about 14%. A large number of these grievances were 
filed in response to the CCRA’s decision on the classification 
of the customs inspector job. In addition, a large number of 
job content and classification grievances were filed as a 
result of implementing the Management/Gestion (MG) 


group. 


Enhanced Management Capability — The CCRA’s 
Connecting initiative provided services and leadership tools 
to support the CCRA Management/Gestion (MG) group. The 
management cadre is also supported on the intranet with 
the Manager’s Corner site. The CCRA is striving to create a 
network of managers to provide support for the MG group. 
This year, attendance surpassed 8,800 for management 
Leadership Program modules. 


Executive Cadre — In 2002-2003, 148 EX staffing processes 
were conducted. Since January 1, 2000, 88% of these staffing 
processes (292 of 330) have taken less than three months to 
complete. Phase I of the Executive Succession Planning 
Program was completed in 2002-2003. As of March 31, 2003, 
90% (198) of the CCRA executives in bilingual positions met 
the language requirements of their position. 


Performance Management — To support and strengthen 
organizational and individual performance, over 33,000 
performance assessments were completed for employees for 
the 2001-2002 performance management cycle, and over 
32,000 performance expectations were prepared for the 
2002-2003 cycle. All 701 EX and SM group members had 
performance assessments completed, which further 
embedded performance management into our 
accountability framework. 


Employment Equity — The CCRA is striving to meet the 
goals set out in the CCRA Strategic Direction for 
Employment Equity (EE). National representation of all four 


EE designated groups continues to exceed labour market 
representation. 


Training and Learning — The CCRA invested about 6% of 
its payroll on learning, an increase of $10.6 million, or about 
6% over the previous year. Over 30,000 managers and 
employees now have individual learning plans. 


Knowledgeable and Skilled Workforce — Overall, the 
CCRA had in place a knowledgeable and skilled work force 
across all its business lines to meet core business 
requirements. Within the Tax Services business line, we 
need to hire additional auditors to meet our compliance 
requirements. Our Tax Services Workforce Development 
Initiative is being developed to address the recruitment, 
development, and retention of auditor, computer scientist, 
and economist/statistician groups. Five key areas are under 
review: organizational structure, recruitment, retention, 
career planning, and professional development. 


Historically, the Appeals business line has experienced 
difficulty in staffing to optimum levels; however, this year 
Appeals succeeded in reducing its shortfall in its staffing 
target to 5.9%, down from 7% in 2001-2002. 


The Customs business line is developing a strategic Human 
Resources plan to address recruitment, retention, training, 
and career management for all its various jobs. This year, 
Customs hired more than 500 employees from outside the 
CCRA. As the provision of a secure environment for its 
front-line staff is a concern for Customs, this year an outside 
consultant was retained to conduct a Job Hazard Analysis 
(JHA) of customs inspector and superintendent jobs. We are 
acting on the recommendations from this report. 


Employer of Choice — From the results of our 2002 CCRA 
Employee Survey, 86% of employees who responded told 
us that “CCRA is a good place to work,” and 78% said “they 
are satisfied with their career within the organization.” 


Taking Stock and Moving Forward — Last fall, the CCRA 
launched the HR “Taking Stock and Moving Forward” 
project to assess the status of the initiatives in our HRR&R 
strategy. The project will carry into next year and ensure 
that the CCRA’s HR services are fully aligned with current 
and future business needs while being delivered at an 
affordable price. 


Expected Outcome 


Performance of our business services and operations is maximized through modern and innovative 


management SEpieecs: 


Anticipated Result oe 


Information Technology Snag an 
solutions leadership , 


Performance Expectations: 
* Continued high system availability target delivery. 
- Data Centre recoverability infrastructure components and response procedures | in place. 


* Support of high quality IT solutions to meet the CCRA‘s current and future business and capacity needs with the implementation of a | 
single common e-commerce infrastructure. 


Performance Summary — We have met our Anticipated 
Result, as demonstrated by the following performance 
against expectations: 


¢ continued to meet our System Availability targets and 
Data Centre Recovery milestones 

e¢ achieved availability targets for critical systems, reduced 
scheduled and unplanned outages, reduced failure 
points, and improved fault tolerance, to deliver better 
service to Canadians 

e continued to deliver high quality IT solutions to meet the 
CCRA’s current and future business and capacity needs 


An effective IT infrastructure depends on system 
performance, capacity, reliability and high availability. All 
these elements are critical to the CCRA’s success in 
providing service to Canadians and to virtually all of our 
modernization initiatives. Our technical environment grows 
increasingly complex each year and the CCRA’s information 
technology function strives to provide safeguards to meet 
heightened security requirements. 


In 2002-2003, we made excellent progress against the IT 
commitments in the Corporate Business Plan. We installed 
an e-business computing platform; a preliminary 
infrastructure for business intelligence and decision support 
(BI/DS); service availability was improved under Service 
Availability Improvement (SAI); Data Centre Recovery 
(DCR) has provided additional data recovery assurance; the 
Corporate Administrative System (CAS) has been upgraded; 
and we have published the CCRA IT Strategic Framework, 
which will guide our IT activities for 2003-2000. 


The CCRA’s IT environment is having a significant and 
positive impact on our core business. With the newly 
installed e-business computing platform, the CCRA will be 


well placed to meet future business needs. Our Internet Site 
and TIPS business applications are now operating on this 
platform, with more applications to come. 


Our IT function supported the Customs Action Plan with 
appropriate technological solutions. This has enhanced our 
border services and security measures. 


CCRA’s IT function implemented major Tax, Benefits, 
Customs, Appeals and Charities systems releases while 
providing ongoing maintenance for over 280 applications. 
Some key successes included Internet and Government On- 
Line (GOL) applications, such as E-file Agent and Address 
Change On-Line. This function participated in the 
development of GOL by providing support and delivery of 
common pathfinders such as Authentication Management 
(Secure Channel) and CCRA program-specific applications 
such as T2-Netfile and Individual Welcome Page to provide 
better client-centric service to Canadians. 


Through our IT Renewal initiative, we strive to create an IT 
organization that supports employee well-being and a 
healthy balance between work and lifestyle. We believe this 
contributes to a cultural change that is aimed at improving 
our ability to deliver services to our clients. 


Performance by Business Line 


Corporate Management and Direction 


Progress Against Areas Targeted for Improvement in the 


2001-2002 Roac 


The 2001-2002 Annual Report identified areas targeted for 
improvement in each business line in a section entitled “The 
Road Ahead — 2002 and Beyond.” The chart below indicates 
the progress we have made to address the performance 
issues for this business line in 2002-2003, and adds new 
items that have arisen as a result of the evaluation 
undertaken in this year’s report. Page references to 


head 


additional coverage of these items in the Summary of the 
Corporate Business Plan 2002-2003 to 2004-2005 are 
provided, where applicable. The chart lists the specific 
immediate-term priorities for improvement that we will be 
undertaking in 2003-2004, and indicates whether the item is 
a longer-term initiative to be addressed in the Summary of 
the Corporate Business Plan 2004-2005 to 2006-2007. 


y Address 
_ TargetedAreasfor a. | _ Specific Priorities for Improvement in in next 
Improvement 2002-2003 Status ot 2003-2004 CBP? 
Items from 2001-2002 Annual Report 
Continued 41 WY CBP, Annual Report, and Balanced Scorecard (BSC) Continue implementing the BSC and | Yes 
implementation of the are now aligned and based on a common integrating clear performance targets 
new Agency Performance performance measurement framework. Although into the performance measurement 
Measurement Framework, the BSC system continues to lag behind its target, framework and accountability contracts 
supported by the positive progress was achieved in the first release with a view to completion within the 
development of better of an automated BSC system and in-year next two years. 
costing systems performance monitoring report in February 2003. 
Implementation of a 4) | Most of HRR&R's 14 initiatives are in place. We are Implementation of our HR regime is Yes 
Human Resources (HR) somewhat behind schedule in the development of | largely complete. Work continues in the 
vision that is being a competency-based human resources “Taking Stock and Moving Forward” 
tailored to fit the evolving management system using the Pre-Qualification review to facilitate prioritizing and 
HR requirements of the Process. More focus was placed on language of evaluating remaining HR initiatives 
Agency work and language training for all executives, nearing closure. 
resolving the CAS HR data integrity issues (2003- 
2004) and improving the timeliness of 
compensation processes (2002-2003) with 
implementation of the Compensation Service 
Delivery Model on schedule. 
Resource and Cost 41 xX Cost centres were reviewed to improve the ability Work continues on activity-based Yes 
Management of managers to analyze relationships between costing for wider implementation in the 
program spending and results. Information from fall of 2003. 
activity-based costing pilot projects was evaluated 
with the possibility of widespread implementation. 
Building a Modern | 40 Y\_ Initiated the Agency's MC Capacity Assessment Finalize the Modern Comptrollership No 
Comptrollership (MC) and developed both communications, training Capacity Assessment and complete an 
Capacity and learning strategies. action plan; roll-out of communication 
products; complete design and 
implementation of MC related training. 
ae at AS ee Ie 
Financial Accounting and 40 V|_ Implemented a monitoring framework for tax Improve financial management controls Yes 
Reporting revenue reporting and continued progress on and systems to meet internal and 
implementing the Financial Information Strategy. external stakeholders’ needs. 
Information Technology 40 JY. Advances in information technology require that CCRA’s IT function is establishing a No 
ongoing analysis of CCRA . the CCRA interact electronically with business, Trends and Direction Forum to provide 
future business capacity other governments, and individuals. Fundamental management with up-to-date 
shifts are required away from paper flow based information about trends in the public 
systems and toward a real-time world connected and private sectors. 
by the Internet and technology. 
Y Ontrack /| Mostly on track X Not on track 
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Auditor General of Canada 
Vérificatrice générale du Canada 


of Performance Information 


To the Commissioner of the Canada Customs and Revenue Agency 
and to the Minister of National Revenue 


Purpose and Scope 


The Canada Customs and Revenue Agency Act requires the Auditor General of Canada to assess the fairness 
and reliability of the performance information in the Agency’s annual report with respect to the objectives 
established in its corporate business plan. 


The corporate business plan and the performance information in the annual report are the responsibility of 
Agency management. My responsibility is to provide an assessment of the fairness and reliability of the 
performance information in the Agency’s 2002-2003 Annual Report. To do so, I assessed the information 
against the criteria for fairness and reliability that were discussed with the Agency and that are described in 
Annex I. I conducted my assessment in accordance with the standards for assurance engagements 
established by the Canadian Institute of Chartered Accountants. The assessment included an analysis of the 
information and an examination on a test basis of the evidence supporting that information, to a review 
level of assurance. I did not assess or comment on the Agency’s actual performance. 


The Canada Customs and Revenue Agency has reported its performance in the first volume of its annual 
report. My assessment covers the performance information in that volume, excluding the letters from the 
Minister, the Chair, the Commissioner and the Chief Financial Officer and Assistant Commissioner. My 
assessment does not cover the financial statement volume or the additional information which resides on 
CCRA’s Web site. 


Conclusion 


Based on my review, the performance information in the annual report provides a fair and reliable account, 
in most significant respects, of the Canada Customs and Revenue Agency’s performance. The Agency 
continues to make noteworthy advancements in improving its report as compared to the prior year. Some 
areas for improvement remain, such as the reporting of more tangible, outcome-oriented results and the 
development of clearer performance expectations. The Agency recognizes this and has put in place 
processes to enable it to better report on its performance in the future. 
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Assessment 


The following presents the key findings of my assessment, organized according to the criteria used by us to 
assess the fairness and reliability of performance reports. These findings apply to all of CCRA’s five 
business lines. 


1. Relevance 


Improved framework and program context. This year the Agency streamlined its anticipated results, 
reducing them from 34 to 25. This reduced duplication and overlap in the report and improved the logical 
flow of some anticipated results. The Agency also explained the relative importance of its two strategic 
outcomes. As a result, the Agency has better clarified its performance story. In addition, a more detailed 
explanation of the risks and challenges faced by CCRA was provided, along with an indication of how CCRA 
deals with those risks and challenges. 


Continued effort needed to ensure all reported results are tangible and important. An extensive 
number of results are currently reported by the Agency. It should work towards reducing some of those 
reported results by focusing on those results that are tangible and important, and clearly explaining their 
significance. 


Continued progress in reporting outcome-oriented accomplishments, but more remains to be 
done. A noteworthy addition to the report this year has been the inclusion of measures of employer filing 
and remittance compliance. The addition of these measures helps to improve the reader’s understanding of 
some key compliance issues. As CCRA continues its efforts to enhance its performance information, it 
needs to ensure that the focus is on reporting outcome-oriented accomplishments. 


2. Meaningful 


Performance expectations need to be clear, concrete, complete and consistent. The Agency needs 
to continue to work towards establishing clear and concrete performance expectations (previously called 
success criteria). As well, the performance expectations established should address all elements of each 
anticipated result. This is not always the case, for example, for Tax Services Anticipated Result 1, 
performance expectations have yet to be developed for the reliability of service to taxpayers. It is important 
that the reader be able to easily compare actual performance to planned performance. The performance 
expectations in the report should be the same as those in the corporate business plan, or any 
inconsistencies explained. I recognize that this will take time to fully achieve. 


More comparisons with other programs or organizations would enhance results. CCRA made a 

step forward this year in comparing the extent of non-compliance in Canada to levels experienced in other 
OECD countries, but more needs to be done. The Agency has indicated that it is continuing to explore other 
opportunities for comparison. 


3. Attributable 


A focus on the Agency’s contribution. The report presents the numerous partners that work with CCRA 
in achieving shared outcomes and many of the factors influencing the achievement of a particular outcome. 
As a step forward this year, the report makes fuller disclosure of the extent to which source deductions by 
employers contribute to taxpayer compliance. I encourage the Agency to continue to make progress in 
clarifying its contribution and that of its partners with respect to the reported results. 


4. Accurate 


There is reasonable accuracy. The performance information was supported by appropriate corroborative 
data sources and other evidence, to a review level of assurance. Similar to last year, my assessment did not 
include a review of the “Spending Profile” section of each business line nor management’s estimate of 
resources allocated to the compliance continuum. CCRA’s current systems limit its ability to provide 
comprehensive costing information by business line. 


When the quality or quantity of the information available to management in support of the performance 
story is deficient, the report adequately acknowledges this fact. Management has again this year, committed 
to further improve the quantity and quality of available data. 


5. Balanced 


The Agency continues to present a balanced report overall. All aspects of the Agency’s mandate are 
included in the report. The Agency has described problems and challenges it has faced, and has discussed 
situations where performance has not met objectives. The report highlights strong and weak performance, 
and discusses steps being taken or planned to improve performance. 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
20 October 2003 
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Annex | 


Criteria for the Assessment of Fairness and Reliability 
Office of the Auditor General 


The following criteria were developed to assess the fairness and reliability of the information about the 
Agency’s performance with respect to the objectives in its corporate business plan. Two major concerns 
were addressed: Has the Agency reported on its performance with respect to its objectives? Is that 
information fair and reliable? Performance information with respect to objectives is fair and reliable if it 
enables Parliament and the public to judge how well the entity or program in question is performing against 
the objectives it set out to accomplish. 


Relevant 


The performance information reports in context, tangible and important accomplishments against objectives 
and costs. 


Meaningful 


The performance information tells a clear performance story, describing expectations and benchmarks 
against which performance is compared. 


Attributable 


The performance information demonstrates, in a reasonable fashion, why the program has made a 
difference. 


Accurate 
The performance information adequately reflects the facts, to an appropriate level of accuracy. 
Balanced 


A representative yet clear picture of the full range of performance is presented, which does not mislead the 
reader. 


More information on the criteria is available on our Web site at www.oag-bvg.gc.ca. 
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"Anticipated Result in 2002-2003 to 200 
‘Corporate Business Plan 


Tax Services 
- 4 
Majority of Canadians and businesses participate in the tax system Key results reported under Exhibit 5 and Tax Services Anticipated 
Result 4 


Taxpayers receive timely, accessible, reliable, and fair service that is 
responsive to their needs 


Unchanged, but reported as Tax Services Anticipated Result 1 


Processing of returns is accurate, timely, and efficient Unchanged, but reported as Tax Services Anticipated Result 2 


Level of tax debt is within targeted level Unchanged, but reported as Tax Services Anticipated Result 3 


Compliance behaviour is understood with a view to minimizing areas | Combined into Tax Services Anticipated Result 4: 
of non-compliance Compliance behaviour is understood and the allocation of 


Allocation of compliance and enforcement resources is guided compliance and enforcement resources is guided by risk with a view 
to minimizing areas of non-compliance 


by risk 


The right programs are used and are effectively delivered Combined into Tax Services Anticipated Result 5: 


The right compliance programs are used and are effectively and 


Sufficient resources are available to invest in compliance programs P 
efficiently delivered 


Actively seek legislative changes as required to enhance Unchanged, but reported as Tax Services Anticipated Result 6 
simplification, minimize misreporting and unintentional 
non-compliance 


wil 


Knowledgeable and skilled workforce is in the right place at the 
right time 


Deleted and reported under Corporate Management and Direction 
Anticipated Result 4 


Core business is under transformation to better meet our mission Unchanged, but reported as Tax Services Anticipated Result 7 


Benefit Programs and Other Services 


Program communication and delivery is fair and responsive to Unchanged 
recipients’ needs 


Entitled recipients receive accurate and timely payments and credits Split into: 


2. Entitled recipients receive timely payments and credits; and 


3. Entitled recipients receive accurate payments and credits 


oo 


Successful leveraging of CCRA systems expands service, eliminates Unchanged, but reported as Benefits Anticipated Result 4 
duplication across all levels of government, and reduces overall cost 
to taxpayers 


Customs Services 


Enhanced enforcement that expeditiously identifies and responds to | Unchanged 
threats to the security, health and safety of society, and to Canada's 


economy 


Effective compliance management that enhances personal and Unchanged 
economic security, and encourages partnerships and sustained 

compliance 

Responsible services that encourage voluntary compliance and Unchanged 
minimize the compliance burden without compromising security 


Certainty and consistency for international trade and travel Unchanged | 
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‘Anticipated Result in 200 -2003 to 2004-200 
Corporate Business Plan _ 


Knowledgeable and skilled workforce supported by the appropriate 
tools, information and technology to meet current and future 
program needs 


Deleted and reported under Corporate Management and Direction 
Anticipated Result 4 


Core business is under transformation to better meet our mission Unchanged, but reported as Customs Anticipated Result 5 


Appeals 


Transparent, accessible, and consistent redress mechanisms promote 
fair and impartial treatment 


oct dispute resolution service is provided on a timely basis 


Handling of fairness provisions is consistently applied across 
programs and regions 


Fairness principles are applied and integrated across all programs 


Unchanged 


Unchanged 


Combined into Appeals Anticipated Result 3: 


Handling of the fairness principles and provisions is consistently 
applied across all programs and regions 
ee a ee 


Risk management of dispute and litigation issues is effective 


Unchanged 
ee ee 


Knowledgeable and skilled workforce is in the right place at the right 
time 


Effective governance regime that provides management oversight 
and leadership 


A cultural shift under way and growing that puts decision-making in 
the hands of managers 


Modern comptrollership regime that fosters management and 
service excellence 


Sound financial and treasury management 


Deleted and reported under Corporate Management and Direction 
Anticipated Result 4 


Corporate Management and Direction 


Combined into Corporate Management and Direction Anticipated 
Result 1: 


Governance regime that provides management oversight, leadership 
and promotes the expression of the Agency's culture and values in 
management decision-making 


Combined into Corporate Management and Direction Anticipated 
Result 2: 


Modern Comptrollership that fosters administrative and service 
excellence and sound financial and treasury management 


Confidentiality of client information is protected 


Canadians’ desire for transparency in public administration is 
addressed 


mos 


Leadership in human resources (HR) reform that is in tune with 
business objectives 


Combined into Corporate Management and Direction Anticipated 
Result 3: 


Transparency and Accountability in public administration balanced 
with protection of the confidentiality of client information 


Changed to Corporate Management and Direction Anticipated 
Result 4: 


People management with a strategic approach that contributes to 
the achievement of business results through the multi-year corporate 
planning period 


Operational excellence and solutions leadership in information 
technology 


Unchanged, but reported as Corporate Management and Direction 
Anticipated Result 5 
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Schedule D - Government-wide Reporting 


To fulfill the Government’s commitment to accountability to Parliament that was articulated in Results for Canadians, 
the Treasury Board Secretariat (TBS) requires that we report progress and achievements on certain management 
policies and on specific major and government-wide initiatives. The initiatives and policies identified below are 
addressed throughout this Annual Report. For some of these initiatives, more detailed information is available at the 
Web links listed in Schedule F on page 1-113. 


Asset Management Plan (Material Management - Moveable Goods) 


The CCRA reports to TBS on the life-cycle management process for the moveable goods (i.e., cars, computers, 
technology infrastructure, etc.) in our Asset Management Plan via Resource Review Reporting. We have contained our 
immediate operating pressures, and by so doing, have maintained our allocations for future strategic investments and 
key asset replacements. This is facilitated with the controls set out in our renewed Budget and Expenditure 
management framework. More information on the CCRA’s Asset Management Plan is found in the accompanying 
financial statements, in Table 8.3 on page 2-70. 


External (User) Charging Revenues 


It is the CCRA’s policy to recover costs for goods and services that provide identifiable recipients with direct benefits 
beyond those received by the general public, unless overriding public policy or program objectives would be 
compromised. As well, the Canada Customs and Revenue Agency Act (Section 60) allows the CCRA to spend revenues 
received through the conduct of its operations in the fiscal year in which the revenues are received, including fees for 
the provision of a service, or the use of a facility, or for a product, right or privilege. 


A summary of the CCRA’s external charging initiatives for 2002-2003, as well as brief descriptions of the program, the 
type of fee, the authority to charge the fee, and the consultation, analysis and client redress mechanism that are 
currently in place for each initiative, can be found on the CCRA Web site. The summary table displaying only those 
initiatives that pertain to the reporting requirements of TBS External Charging Policy (i.e., initiatives generating 
revenues of less than $100K), is shown in the CCRA Financial Statements, Table 4.2 (Re-spendable Non-Tax Revenue 
— External Charging Initiative.) 


Government On-Line 


Through the Government On-Line (GOL) initiative, the Government of Canada made a commitment to make 
government more accessible and to serve all Canadians, to make on-line service better and more responsive, and to 
build trust and confidence in transacting on-line. The CCRA’s GOL progress to date has been impressive. The TBS 
GOL 2003 Report acknowledged our achievements as best practices in e-government, making prominent mention of 
existing CCRA on-line services, such as the Interactive Information Service and the electronic filing of 10 million 
individual returns, as well as other on-line services that will be implemented by 2005. 
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Service Improvement in CCRA 


The CCRA is a lead department for the government-wide Service Improvement Initiative. Its key objectives are: to 
increase client satisfaction with services by 2005; develop annual service improvement plans; use the Common 
Measurements Tool to measure client satisfaction; and adopt, publish and report on service standards. The CCRA’s 
vision for service improvement is largely contained in our Future Directions Initiative and our Customs Action Plan, 
while our Corporate Business Plan sets out our strategies and implementation priorities for realizing service 
improvements. For our overall performance against service standards see Schedule E on page 1-107. For more detail 
on the CCRA’s plan for service improvement, performance against service standards, and client satisfaction (results of 
our Annual Survey), see the Web site link in Schedule F on page 1-113. 


Sustainable Development 


This year, the CCRA made progress on its 2001-2004 Sustainable Development (SD) Strategy. The focus has been on 
building SD infrastructure to facilitate feedback through an automated system, and on strengthening environmental 
management. 


Travel Policy 


The new Treasury Board Travel Policy, dated October 1, 2002, contained provisions for all government departments 
and agencies to be effective, efficient, and economical in dealing with travel procedures. The following table outlines 
the major policy provision differences between the TB and CCRA travel policies. This comparison is based on the new 
policy documents issued by both organizations on October 1, 2002. Overall, the CCRA has not incurred additional 
costs with the implementation of its own Travel Policy. 


 PolicyProvision =| Travel Directi 
Meal and incidental * incidental expense allowance is * incidental expense allowance is 
allowances $17.30 per day $17.50 per day 
* reduced to 75% at Day 31 when * reduced to 75% as of Day 61 and to 50% 
occupying corporate, apartment hotel or as of Day 121 in travel status (if period 
private accommodation known at the outset, reduced rate to be 
applied from Day 1) 
Reimbursement of actual cost | * when reimbursement of meal expenses * atthe manager's discretion, in situations 
of a meal (up to the applicable is clearly reasonable and justifiable as a specified in the Policy and in certain 
meal allowance) within the direct result of an employee's duties exceptional circumstances 


Headquarters Area 


—————— 


Reimbursement of distances * all distances necessarily driven on * return distance between the workplace 
driven within the government business travel within the and the point of call 
Headquarters Area HQ via the most practical, direct and safe 


| road routes 


Reimbursement of Interacfees | * no provision * — for withdrawals of cash as reasonably 
on personal access cards required on the trip 


Schedule E — Overall Perfo 
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ainst Service Standards 


a _ 2001-2002 2002-2003 
Service | os Results ~ Results ‘Compared Results Compared 
Service Standard Target — 2000-2001 2001-2002 to Target 2002-2003 to Target 
1. Counter-service wait 20 minutes 20 minutes 86% served 85% served x 82% served x 
time (except during (except within within within 
peak periods) during peak 20 minutes 20 minutes 20 minutes 
periods) (see note) 
2. Processing Visitor 4-6 weeks 100% 95% 95% v 95% = WY 
(GST/HST) Rebate (see note) 
applications 
3. Reimbursements to 5 working days 100% 99% 99.8% 4 98% MW 
duty-free shops 
| 4. Responding to 8 weeks 100% 7 weeks 7 weeks 9 weeks x 
client-requested (see note) 
adjustments (T1) 
5. Compensation to 30 days 100% 100% if 
duty-free shops (see note) 
6. Validating magnetic 30 days 100% 96% 98% / 
2. media test tapes (see note) 
¢ 7. Problem Resolution Acknowledged 100% Not available 83% x 
o Program within 48 hrs. (see note) 
G aL 
o Problem Resolution Resolution/ 100% Not available 76% x 100% v 
7) Program client contact (see note) 
= within 15 days 
— 
A) ; ie =a ae 
a Processing fairness 4-6 weeks 90% 91% 91% a 92% v 
2 requests related to (see note) 
accounts receivable 
and trust accounts 
programs 
10. Providing Mailed by the 95% Not applicable Not Not 83% x 
Statements of end of the (see note) applicable applicable 
Arrears (SOA) for month 
Corporations (new) 
11. Providing Mailed by the 95% Not applicable Not Not 70% x 
Statements of 18" of the (see note) applicable applicable 
Interim Payments month 
(SIP) to Corporations 
on a monthly basis 
(new) 
$a 
12. Advance income tax Within 60 days 100% 54 days 66 days x 60.3 days 4 
rulings to taxpayers 
| 13. Technical Within 90 days 100% 105 days 87 days v 78 days v 
interpretations 
to taxpayers 


v Met or exceeded target X Target not met 


/| Target mostly met (at least 95%) New or modified service standard 
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Service == Standard = Target 


. Applications to 
register pension registration 
plans within 60 days 


. Applications to Complete 85% 
register pension review in 
plans 180 days 

. Amendments to 80% 
registered pension applicable applicable 
plans (new) 

. Termination of One year 85% Not Not 
registered pension applicable applicable 
plans (new) 


. Retirement savings Within 60 days 80% 
plans (applications 
to register, amend, 
or terminate) 


. Retirement income Within 60 days 
funds (applications 
to register, amend, 
or terminate) 


we 
e 
aS 
G 
1 
@ 
= 
5 
i 
o 
r) 
8 
ss 


. Education savings Not applicable 
plans (applications applicable applicable 
to register, amend, 
or terminate) (new) 


21. Actuarial valuation 9 months 80% Not applicable Not N 73% x 
reports (new) applicable applicable 


ot 
22. Response to Within Over 80% v v 
telephone enquiries 48 hours (see note) 
regarding deferred 
income plans 
x 


. Response to written Within 60 days 
enquiries regarding 
deferred income 
plans 


. Processing T1 4-6 weeks 4 weeks 4 weeks 4 weeks Under 
individual income 
tax returns (paper) 


4 weeks 


(see note) 
—+ 


. Processing T1 2 weeks 2 weeks 2 weeks 2 weeks Under 
individual income 
tax returns (EFILE, 
TELEFILE, NETFILE) Gee‘note) 


2 weeks 


. Processing T3 trust Within 95% 77% x 
returns 4 months 


. Processing 21 days pore 100% 96% A 
GST/HST returns 


lv Met or exceeded target =| Target mostly met (at least 95%) ‘| X Target not met New or modified service standard 


Tax Services — Returns Processing 
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| 2001-2002 : | 2002-2003 
a Results == Compared _ Results Compared 
WO oiblial _ 2001-2002 _—s to Target 2002-2003 to Target 


28. Processing T2 75% in 50 75% in 50 89% in 90 days 45% in x 75% v 
corporation income calendar days calendar days 50 days . 
tax returns 
90% in 90 90% in 90 61% in x 91% v 
calendar days calendar days 90 days (see note) 
29. Processing EFILE 30 days 100% 100% 91% x Not available 
agent applications (see note) 


| Tax Services -Returns Processing _ 


Claims - SR&ED tax 
incentives 


30. Refundable claims — 120 days 90% 90% v 93% v 
New combined 
target (unaudited 
and audited) 


(see note) (see note) 


Previous 
standard 


Unaudited 60 days 100% 80% 
Audited 120 days 100% 81% 


31. Non-refundable 365 days 90% 84% x 89% YW 
claims — New, 
combined target 
(unaudited and 
audited) 


(see note) (see note) 


Previous 
standard 


Unaudited 120 days 100% 84% 


= 
o 
Ee 
wv 
= 
uv 
nv 
5 
- 


Audited 1 year 100% 64% 


32. Claimant-requested 240 days qi 90% Not applicable 86% VY 93% v 
adjustments to 
refundable claims 


33. Claimant- requested 365 days 90% Not applicable 81% x 88% Y 
adjustments to non- 
refundable claims 
Claims - Video and film 
tax credits 
34. Refundable claims nes 60 days 100% 73% 68% 
unaudited 
35. Refundable claims — 120 days 100% 75% 57% 
audited 


~ Met or exceeded target \/| Target mostly met (at least 95%) X Target not met New or modified service standard 
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Customs 


“Service 


. Processing CCTB 


applications 


End of second 
month after 
month in which 
application is 
received 


. Release on 


minimum 
documentation 
(RMD) - EDI 


. RMD - EDI machine 


release 


45 minutes 


5 minutes 


RMD — Paper 


2 hours 


. Pre-Arrival Review 


System (PARS) — EDI 


1 hour 


PARS — Paper 


. Land border traveller 


wait time (primary 
inspection line) 


. Land border traveller 


wait time (primary 
inspection line) 


. Land border traveller 


wait time (payment 
of duty) 


. Land border traveller 


wait time (payment 
of duty) 


+— 
2 hours 


10 minutes 
Mon. to Thurs. 


at Sh 


Not available 


98% 


(see note) 


79% x 84% 
(see note) 


Not 
available 


Not available 


20 minutes 
Fri. to Sun. and 
holidays 


5 minutes 
Mon. to Thurs. 


10 minutes 
Fri. to Sun. and 
holidays 


. 30-day meaningful 
first contact letter for 
objections, disputes, 
and appeals 


Previous 
target 


lv Met or exceeded target 
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N N a 


ot 
available 


ot available 


(see note) 


Not available 


(see note) 


Not 
available 


Not 
available 


86% 
(see note) 


Not available 


(see note) 


x 


Not 
available 


Not available 


Not available 


available 


Not 
available 


Not 
available 


Not 
available 


93% 


(see note) 


93% 


(see note) 


Not available 


(see note) 


Not available 


(see note) 


87% 


(see note) 


Not 
available 


Not 
available 


\J] Target mostly met (at least 95%) X Target not met New or modified service standard 
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Explanatory Notes 
For greater clarity and to aid in calculating overall performance, service standards with more than one component have been split into separate standards. 


Standard 1: Information is based on a sample and is not statistically valid. A Counter Report initiative was implemented in April 2003 to provide better 
(weekly) performance information. 


Standard 2: Information is based on an estimate. A report was developed and is being monitored to provide better performance information. 


Standard 4: The standard applies to straightforward client-requested adjustments; that is, those that pertain to workflows that do not involve waiting for 
substantive information in order to be resolved. There was an unanticipated 37% increase in volume this year. 


Standard 5: Sample is not statistically valid. 

Standard 6: Information is based on 398 test submissions processed from October 2002 to March 2003. 
Standards 7 and 8: Sample is not statistically valid. 

Standard 9: Information is based on a small sample size and is not statistically valid. 

Standards 10 and 11: These are new standards and historical data is not available. 


Standard 17: While performance information on the termination of registered plans has been communicated to the industry since 1995, this marks the first 
time that results for this service standard have been published in the Annual Report. 


Standard 22: Information is based on an estimate. 
Standards 24 and 25: Information is based on T1 Statistical Sample File. 


Standard 28: The standard changed in 2001-2002 from 85% within 25 days to 75% within 50 days. The standard that had been set before implementation 
was revised following a review conducted after one full year of running the new system for processing T2 returns. 


Standard 29: No information is available; as indicated in the 2003-2004 to 2005-2006 Corporate Business Plan , it is planned to discontinue this service 
standard. 


Standard 30: The SR&ED service standards for unaudited and audited refundable claims, previously set at 60 days and 120 days respectively, were combined 
in 2001-2002 into one standard for refundable claims, namely 120 days. 


Standard 31: The SR&ED service standards for unaudited and audited non-refundable claims, previously set at 120 days and one year respectively, were 
combined in 2001-2002 into one standard for non-refundable claims, namely 365 days. 


Standard 36: Information is based on sampling. 

Standard 37: The percentage given is for releases processed on the ACROSS Worklist Platform within 45 minutes. 

Standard 38: The monitoring of the five-minute processing standard for machine release is under development. The target for this standard is under review. 
Standard 39: Commercial processing standards were not evaluated. The target for this standard is under review. 


Standard 40: The percentage given is for releases processed on the ACROSS Worklist Platform within 45 minutes. The current timing reports generated from 
the ACROSS system only monitor the ACROSS Worklist/Processing time for a transaction. As the service standard for PARS-EDI includes the client transmission 
time, data reflecting the standard is incomplete at this time. The target for this standard is under review. 


Standard 41: Commercial processing standards were not evaluated. The target for this standard is under review. 
Standards 42 and 43: Data extracted from Border Wait Times Monitoring Reports for the period of April 1, 2002 to March 31, 2003. 


Standards 44 and 45: Studies of wait times for payment of duties and taxes have not been considered necessary, due to dramatic declines in small 
collections in recent years. 


Standard 46: This standard excludes those, for example, involving pay equity disputes, those resolved within 30 days, invalid objections, and group 
objections dealing with a common issue. 
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Exhibit 12: New Service Standards and Targets for 2003-2004 


Deferred Profit Sharing Plans — Responsiveness and accessibility 


Tax Services 


Charities Telephone Service Standard — Response within 60 seconds of entering queue 


Video and Film Tax Credit 


Processing GST/HST returns within 21 days 


First Tier Automated Customs Information Service (ACIS) 


Customs Services 


Account maintenance/responding to correspondence related to Benefit Programs by the end of 
second month after receipt 


Benefit Programs 
and Other Services 


Processing Taxpayer Representative Identification System (TRIS) 


Exhibit 13: Improvements to Existing Service Standards for 2003-2004 


Tax Services Counter service wait-time — Implementation of Counter Report initiative to provide weekly data to monitor 
performance 


Problem Resolution Program — Development of consistent monitoring and reporting method 


Processing T3 returns in 4 months — Advancement in T3 automation project is expected to further reduce 
y| processing times 


Customs Services Existing standards will be re-examined and new standards wil be implemented next year. These standards will 
be reviewed against re-engineered processes. 


Benefit Programs Existing standards will be re-examined as program elements are re-designed and re-engineered and as the 
and Other Services | Agency moves towards more self-serve on-line application 


Exhibit 14: Service Standards Under Development in 2003-2004 


“Service Standards unde ' r Develo >ment in 2003-200 


Tax Services THlsshaness service standards foe Genel Prauinies ari Business Window ielephane services ewalll ba develonedt 


Responding to correspondence related to general and business enquiries 
Responding to enquiries regarding GST/HST rulings 

Publications — Timely delivery of T1 general package to clients 

Charities service standards for correspondence and registration applications 


Benefit Programs Processing Disability Tax Credits for claims filed outside normal assessing process 
and Other Services 


Validation and controls — Responding to clients on review of their eligibility status resulting from changed family 
circumstances within 60 days (for fall of 2003) 
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| Schedule F 


Schedule F - Key Web Links for Additional Infor: 


2001-2002 Annual Report 


2002-2003 to 2004-2005 Corporate Business Plan 


ration 


CCRA Web Sites 


www.ccra.gc.ca/agency/annual/2001-2002/menu-e.html 
www.ccra.gc.ca/agency/business_plans/menu-e.html 


7-Point Plan for Fairness 


www.ccra.gc.ca/agency/fairness/7pp-e.html 


Administrative Monetary Penalty System 


www.ccra.gc.ca/customs/general/amps/menu-e.html 


Board of Management biographies 


Canada Child Tax Benefit 


www.ccra.gc.ca/agency/board/biographies-e.html 
www.ccra.gc.ca/benefits/childbenefit-e.html 


Canada/U.S. Shared Border Accord 


www.ccra.gc.ca/customs/general/border/menu-e.html 


www.ccra.gc.ca/agency/commissioner/menu-e.html 


CCRA Commissioner's biography 
cE 


RA E-services (Government On-Line) 


www.ccra.gc.ca/eservices/gol/menu-e.html 


Customs Action Plan 


E-commerce Technical Information Bulletin 


www.ccra.gc.ca/customs/general/blue_print/menu-e.html 
www.ccra.gc.ca/E/pub/tp/itnews-25/itnews-25-e.pdf 


External (User) Charging Revenues 


WWW.CCra.Qc.Ca/USers 


Minister of National Revenue 


Kpeoembirss 


www.ccra.gc.ca/agency/minister/menu-e.html 


Fairness Provisions 


Future Directions 


www.ccra.gc.ca/agency/fairness/fair-prov-e.html 
www.ccra.gc.ca/agency/directions/menu-e.html 


| GST/ HST credit 


Interactive Information Service 


www.ccra.gc.ca/benefits/gst_hst-e.html 
www.ccra-adrc.gc.ca/tax/individuals/faq/taxquestions-e.html 


Information for Newcomers to Canada 


NAFTA 


www.ccra-adrc.gc.ca/tax/nonresidents/individuals/newcomer-e.html 
www.ccra.gc.ca/customs/business/trade_agreements/nafta-e.html 


National Child Benefit 


Service Improvement in CCRA 


www.ccra.gc.ca/benefits/ncb-e.html 
www.ccra.gc.ca/servicestandards 


Sustainable Development 


www.ccra.gc.ca/agency/sustainable/menu-e.html 


SR&ED Publications 


www.ccra.gc.ca/taxcredit/sred/publications-e.html 


Voluntary Disclosure Program 


Citizenship and Immigration Canada 


www.ccra.gc.ca/agency/fairness/vdp-e.html| 
Related Web Sites 


WWW.CiC.gC.ca 


Department of Finance Canada 


Department of Justice Canada 


Government of Canada site 


T 


www.fin.gc.ca 
www.justice.gc.ca 
www.canada.gc.ca 


Government On-Line initiative 


www.gol-ged.gc.ca 


House of Commons 


Treasury Board Secretariat 


Wwww.parl.gc.ca 


www.tbs-sct.gc.ca 


Voluntary Sector Initative 


www.vsi-isbc.ca | 
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Schedule G - Glossary 


Accrual Accounting 


Anticipated Results 


Assisted Compliance 


Balanced Scorecard 
(BSC) 

Caller Accessibility 
Cancellation 
Corporate Business 
Plan 

Dispute 

Dispute Resolution 
Process 
Effectiveness 


Efficiency 


Eligible 


Enforcement 


Entitled 
Entitlement 


Facilities 
Management 


Facilitated 
Compliance 
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The method of recording transactions by which revenues and expenses are reflected for the period 
in which they are considered to have been earned and incurred. 


Clear and concrete statements of what the CCRA expects to achieve over the planning period, against 
which our performance will be assessed and reported. 


Assistance provided to help clients accurately and completely fulfil their obligations and receive their 
entitlements under tax, trade, and border laws. 


A strategic management tool that helps an organization align and focus management efforts on 
achieving its strategies and objectives. It provides managers with a consolidated view of performance 
for use as a basis for planning, monitoring, routine course corrections, and reporting. 

A measure of the percentage of unique callers who reach our telephone service. 

The reversal of a penalty or interest that has already been assessed. 

Outlines the CCRA’s major challenges, directions, and objectives for a three-year period; the 
strategies to achieve those objectives; and the performance measures to be used to measure 


progress. 


General term to designate a dispute, objection, or appeal to the Minister made by or on behalf of a 
client, related to a CCRA decision. 


The process by which clients who believe they have been treated unfairly seek redress through the 
Appeals business line. 


The extent to which an organization or program’s actual results align with the anticipated results. 


The extent to which an organization or program achieves its desired or anucinsled results with the 
least possible investment of time, effort, and money. 


Meets the requirements of the legislation in order to receive a benefit. 


Actions taken by the CCRA to identify cases of wilful or unintentional non-compliance and to take 
corrective action. 


Qualifies for a specific payment for a specific period. 
The amount due to an entitled person for a specific period. 
The ongoing day-to-day management of the Agency’s Real Property portfolio. 


Assistance provided to clients to help them understand their entitlements and obligations and to 
facilitate voluntary compliance with tax, trade, and border laws. 


| Schedule G 


Fairness Provisions 


Fiscal Impact 


Governance 


Hit Rate 
Indicator 


Interactive 
Information Service 


Expected Outcome 


Mission 


Modern 
Comptrollership 


Modified Cash 
Accounting 


Non-workable File 


Output 


Performance 


Performance Drivers 


Performance 
Measure 


Legislation introduced in the early 1990s that provides relief (e.g., forgiveness of interest and 
penalties) to clients in certain circumstances beyond their control. 


Total fiscal impact includes federal and provincial tax (participating provinces only), federal tax 
refund offset or reduced, interest and penalties, and present value of future tax assessable. 


A comprehensive term that denotes the institutions and processes by which people are governed. It 
is the exercise of authority, control, management, and power in government. 


The ratio of Customs enforcement actions to examinations. 
A detailed quantitative and qualitative descriptor of results. 


An on-line question-and-answer tree that provides tailored responses to questions from clients on 
popular topics. 


The CCRA has identified six intermediate-level expected outcomes that have a clear impact on 
Canadians. Individually or in aggregate, the results of the expected outcomes provide a measure of 
our success in achieving our strategic outcomes. Each of our business lines contributes to one or 
more of these outcomes. 


A statement providing the social, political, and economic justification for our existence. The CCRA’s 
mission statement reflects our identity, purpose, and desired response to key stakeholders, our 
philosophy and core values, and our ethical standards. 


A management reform that focuses on the sound management of resources and effective decision- 
making by providing managers with integrated financial and non-financial information, a sound 
approach to risk management, appropriate control systems, and a shared set of values and ethics. 


A modification of the cash basis of recording expenses and revenues, that includes payables or 
receivables at year-end—even though cash may not have been exchanged. 


A file for which a court decision on it or a related file is pending, the file is awaiting an opinion from 
a headquarters Appeals office, or (with respect to CPP/EI and tax issues) the file has been referred to 
a specialized CPP/EI group of Appeals for an opinion. 


The actual activities, products, or services produced by carrying out a program or an initiative. 


How well an organization, program, etc., is achieving its planned results measured against 
anticipated results. 


Performance drivers are the key external or internal factors or events that have an impact on the 
CCRA’s ability to meet its performance expectations. 


A performance measure describes how well an organization is doing in terms of meeting its goals 
and objectives. The common types of measures include: effectiveness measures—extent to which an 
organization is achieving the outcome (doing the right thing); efficiency measures—the proposed 
ratio of relevant outputs to relevant inputs (doing things right); client service—the degree to which 
the needs and expectations of the recipients of the service are satisfied with the level and quality of 
service received; and timeliness—the extent to which the work is done on time. 
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Performance 
Reporting 


Remittance 
Compliance 


Revenue Credited to 


the Vote 


Risk 


Risk Management 


Service Standards 


Strategic Outcomes 


Tax Base (protecting 


the) 


Tax on Income 


(TOND 


Tax Year 


Values 


Vision 
Voluntary Disclosure 
Program 


Waiver 


Write-offs 
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The process of communicating evidence-based performance information. 


The voluntary and timely payment of all taxes that have been reported. 


Operating expenditures recovered by charging other government departments and agencies for 
goods and services provided. : 


The uncertainty that surrounds future events and outcomes. It is the expression of the likelihood and 
impact of an event with the potential to influence the achievement of an organization’s objectives. 


A systematic approach to setting the best course of action under uncertainty by identifying, assessing, 
understanding, acting on, and communicating risk issues. 


A public statement about the level of performance the CCRA is committed to and that citizens can 
reasonably expect to encounter. 


The long-term and enduring benefits to Canadians that can be derived from an ofganization’s vision 
and efforts. These outcomes describe the difference an organization is mandated to make. In most 
cases, these outcomes will require the combined resources and sustained effort of many partners 
over a long period of time. 


The tax base represents the broad range of goods and services, income, etc. that is subject to tax. 
Protecting the tax base refers to the mix of activities undertaken by a tax administration to minimize 
real or potential leakage through reviews, audits, and investigations, among other activities. 


The method by which provinces and territories define the tax rate schedules that they will apply 
directly to taxable income. 


The annual period for which taxes are reported; for most individuals, this would be the preceding 
calendar year. 


The guiding principles that define an organization’s corporate culture and reflect its managerial 
philosophy. The CCRA is guided by the following values: integrity, professionalism, respect, and 
co-operation. 


The vision is usually a future-oriented goal for the organization. It reflects the high ideals and 
challenging ambitions, and captures the organization’s uniqueness and distinctive competence. 


Provides clients with the opportunity to correct any past errors or omissions, and to report without 
penalty to the CCRA on their tax, duty, and tariff obligations. 


When penalties or interest have not yet been charged, a decision is made not to charge the amount, 
either at the client’s request or on the CCRA’s own initiative. 


Uncollectable taxes that are deleted from active inventory of accounts receivable after the CCRA has 
taken all reasonable collection action and exhausted all possible means of collection. 


| Schedule H 


Schedule H - Acronyms and Abbreviations 


ACI Advance Commercial Information 
Alternate Dispute Resolution System 
Administrative Monetary Penalties System 

APA Advance Pricing Agreement/Arrangement 
Asia-Pacific Economic Cooperation 

API Advanced Passenger Information 

ARR Administrative Reform and Renewal 

ATIP Access to Information and Privacy 

BN Business Number 

CAED Canadian Automated Export Declaration 


CANPASS 


CIDA Canadian International Development Agency 
Corporate Management and Direction 


Canadian Passenger System/Pre-Approved Entry System 
Corporate Administrative Systems 


Free Trade Agreement with Central America (Guatemala, 
Honduras, Nicaragua, Salvador) 


Canada Customs and Revenue Agency 
Canada Child Tax Benefit 
Inter-American Centre of Tax Administrators 


Citizenship and Immigration Canada 


Canada Pension Plan 


Contract Payment Reporting Initiative 


Customs Self-Assessment 


Canadian Security Intelligence Service 


Employment Equity 


Electronic Tax Return Filing Option 


Free Trade Agreement of the Americas 


GST Goods and Services Tax 
GTEC Government Technology Exhibition 


Human Resources 


3 
ee) 


HRDC Human Resources Development Canada 
HRR&R Human Resources Reform and Renewal 
HST Harmonized Sales Tax 
Integrated Border Enforcement Teams 
Interactive Information Service 
IMF International Monetary Fund 
IMS Intelligence Management System 


IPIL Integrated Primary Inspection Line 
Integrated Risk Management 


Information Technology 


4/3a 
fee 


ITB Information Technology Branch 


Management Group 


ae 
0} 
e 


Memorandum of Understanding 


ates Management of Protected Client Information 
MRQ Ministére du revenu du Québec 
| NCB National Child Benefit 
NEXUS Joint Canada/U.S. Customs and Immigration Program 


for Frequent Travellers 


Office of the Auditor General of Canada 


Organization for Economic Cooperation and 
Development 


Other Government Department 


a 


Pacific Association of Tax Administrators 


Preclaim Project Review 


Professional Institute of the Public Service of Canada 


Passenger Name Record 


Public Policy Forum 


Pre-Qualification Process 


— 


Public Security and Anti-Terrorism 


Public Works and Government Services Canada 


Royal Canadian Mounted Police 


GST/HST Enhanced Registration Review 


El Employment Insurance 
EX Executive Group 
Free and Secure Trade 
FIS Financial Information Strategy 
FRR Foreign Reporting Requirements 
FTAA 
- — 
FTE Full Time Equivalent 
GERR | 
GOL Government On-Line 


Severe Acute Respiratory Syndrome 


Sustainable Development 
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SIMA 


SM 


Special Import Measures Act 


Senior Management 


SR&ED 4 Scientific Research and Experimental Development 


Statement of Trust Income Allocations and Designations 


United States Bureau of Customs and Border Protection 


eA Income Tax and Benefit Return 
Corporation Income Tax Return 

T3 

T4 Statement of Remuneration Paid 

TMFR Transparent Management for Results 

TSO Tax Services Office 

US-BCBP 

VDP Voluntary Disclosures Program 

WCO World Customs Organization 

WTO World Trade Organization 
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nnual Report to Parliament 


. 2002-2003 Financial Statements 


More Ways to Serve You! 
Pour vous servir encore mieux ! 


Bw Canada Customs Agence des douanes 
and Revenue Agency et du revenu du Canada 


Canada 


Accountability, the ongoing title of our annual performance reports to Parliament, embodies two key 
themes: account and ability. Account represents the CCRA’s declaration of what we have accomplished 
following our transition to agency status and, in the case of this report, in our third year as an agency. 
Ability symbolizes the capacity of the CCRA’s workforce to realize the promise of agency status. In both 
themes, a common thread emerges: that teamwork is essential to both the successes realized to date and 
to achieving the strategic agendas set out in our corporate business plans. Underpinning these themes is a 
strong commitment to being a connected, learning organization—where we work together to reflect on 
our experiences, both successes and failures, and on new ideas, knowledge, and insights to continually 
improve our performance. 


Our annual report comprises two volumes. This volume provides an agency-wide overview of our 
program delivery results, and summaries of our performance in each of the CCRA’s five business lines 
against the objectives set out in our 2002-2003 to 2004-2005 Corporate Business Plan. The second 
volume, CCRA Financial Statements, provides the financial information for our operations and 
responsibilities in 2002-2003. It also includes additional financial information to meet government-wide 
performance reporting requirements. 


Ss 
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This volume of the Canada Customs and Revenue Agency’s (CCRA’s) Annual Report to Parliament contains audited financial 
statements for the CCRA’s operations and the activities it administers, as well as unaudited supplementary financial 
information relating to Parliamentary appropriations. 


The audited financial statements pertaining to the operations and activities of the CCRA present the financial information in 
accordance with the accounting principles of the Government of Canada. In 2002-2003, the Government of Canada changed 
its accounting policy to full accrual basis, as announced in the 2003-2004 Federal Budget. The changes under the full accrual 
basis of accounting are indicated in the notes to the financial statements. 


For financial reporting purposes, the activities of the CCRA have been divided into two sets of financial statements—Agency 
Activities and Administered Activities. The statements for Agency Activities include the operational revenues and expenses 
that the CCRA controls and utilizes in running the organization. The Administered Activities statements provide information 
on the revenues and expenses that the CCRA manages on behalf of the federal government, provinces, territories, ; 
First Nations, or other groups or organizations. The Auditor General of Canada provides audit opinions on these two sets of 
financial statements. Beyond the audited financial statements, this document contains management discussions on the 
CCRA’s operations and the activities it administers. 


The unaudited supplementary financial information relating to the CCRA’s resource management performance for purposes 
of reporting to Parliament on the use of its annual appropriations are prepared on a modified cash basis of accounting, 
which does not parallel the financial statement reporting. This appropriation basis of accounting does not include, for 
example, amortization or certain accrual accounting adjustments for services provided by other government departments that 
are part of the audited financial statement of operations. Note 4 on page 2-25 and Table 9 on page 2-71 provide 
reconciliations between these two accounting methodologies. The opinions of the Auditor General on the financial 
statements do not extend to this supplementary financial information. 


The CCRA maintains financial and management control systems and practices that provide reasonable assurance the 
information presented constitutes a fair and frank accounting of how well the CCRA is performing against the objectives it 
set out to accomplish. To ensure a high level of assurance, Internal Audit conducts independent reviews of various aspects 
of the CCRA's performance information. In addition, the Board of Management’s Audit and Resource Committee—which 
oversees management's responsibilities for maintaining adequate internal control and financial/performance reporting 
systems—meets with internal and external auditors on a regular basis. The Board of Management recommends the Annual 
Report to the Minister for approval. 


WANN 


We have prepared the accompanying financial statements of the Canada Customs and Revenue Agency in accordance with 
accounting principles consistent with those applied in preparing the financial statements of the Government of Canada. 
Significant accounting policies are set out in Note 2 in the financial statements. 


Responsibility for the integrity and objectivity of data in these financial statements rests with the management of the Agency. 
In order to assure objectivity and freedom from bias, these financial statements have been approved by the Agency's Audit 
and Resource Committee on behalf of the Board of Management. The Audit and Resource Committee is independent of 
management and meets with management, the internal auditors and the Auditor General of Canada on a regular basis, and 
the auditors have full and free access to the Audit and Resource Committee. 


Some of the information, such as accruals, services provided without charge by other Government departments and the 
allowance for doubtful accounts, included in the financial statements, are based on management's best estimates and 
judgments with due consideration to materiality. To fulfill its accounting and reporting responsibilities, management 
maintains sets of accounts, which provide a record of the Agency's financial transactions. Financial information submitted to 
the Public Accounts of Canada and included in the Agency's Annual Report is consistent with these financial statements. 


The Agency maintains systems of financial management and internal control which give due consideration to costs, benefits 
and risks. They are designed to provide reasonable assurance that transactions are within the authorities provided by 
Parliament and by others such as the Provinces and Territories and are executed in accordance with prescribed regulations, 
and are properly recorded so as to maintain the accountability of funds and the safeguarding of assets. Financial 
management and internal control systems are reinforced by the maintenance of internal audit programs. The Agency also 
seeks to assure the objectivity and integrity of data in its financial statements by the careful selection, training and 
development of qualified staff, by organizational arrangements that provide appropriate divisions of responsibility, and by 
communication programs aimed at ensuring that its regulations, policies, standards and managerial authorities are 
understood throughout the organization. 


The Auditor General of Canada conducts an independent audit and expresses opinions on the accompanying financial 
statements. . 


Approved by: 


(Me 
Alan Nymark 
Commissioner 


ee | 


Stephen Rigby 
Chief Financial Officer and Assistant 
Commissioner, Finance and Administration 


Ottawa, Ontario 
September 29, 2003 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR’S REPORT 


To the Board of Management of the Canada Customs and Revenue Agency 
and the Minister of National Revenue 


I have audited the statement of financial position — Agency Activities of the Canada Customs and Revenue Agency 
as at March 31, 2003 and the statements of operations, net liabilities and cash flows for the year then ended. These 
financial statements are the responsibility of the Agency's management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


I conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of the 
Agency Activities of the Canada Customs and Revenue Agency as at March 31, 2003 and the results of operations 
and cash flows for the year then ended in accordance with the accounting policies set out in Note 2 to the 
financial statements. 


Un as eo 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
July 25, 2003 
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Statement of Financial Position —- Agency Activities 


as at March 31 
(in thousands of dollars) 


ASSETS 


Financial assets 
Cash 
Due from the Consolidated Revenue Fund (Note 2) 
Accounts receivable (Note 6) 


Non-financial assets 
Prepaid expenses 
Consumable supplies 
Capital assets (Note 8) 


TOTAL 


LIABILITIES 


Accrued employee salaries and benefits 
Accounts payable and accrued liabilities 
Vacation pay and compensatory leave 
Capital lease obligations (Note 12) 
Employee severance benefits 

Other liabilities 


Net liabilities (Note 7) 
TOTAL 


Contingent liabilities (Note 11) and Commitments (Note 13) 
The accompanying notes are an integral part of these financial statements. 


2003 2002 
315 309 
266,225 336,263 
25,497 22,409 
292,037 358,981 
D217 7,832 
Foe 12,709 
329,963 233,408 
348,717 253,949 
640,754 612,930 
56,497 150,625 
209,37 1 185,206 
148,030 133,989 
5,968 6,804 
441,915 381,752 
1,038 758 
862,819 859,134 
(222,065) (246,204) 
640,754 612,930 


Approved by: 


da Pem Co 


Alan Nymark 
Commissioner 


Michael L. Turcotte 
Chair, Board of Management 


Statement of Operations — Agency Activities 


for the year ended March 31 
(in thousands of dollars) 


2003 2002 
(Restated-Note 3) 
EXPENSES 
Personnel 
Salaries 2,208,492 2,008,680 
Other allowances and benefits 1,009,550 830,790 
3,218,042 2,839,470 
Accommodation 241,016 222,495 
Professional and special services 199,596 179,885 
Transportation and communications 192,857 181,126 
Transfer payments (Note 14) 109,307 108,126 
Repair and maintenance $3,339 78,314 
Equipment purchases 81,696 73,697 
Materials and supplies 57,453 63,642 
Other services 39,760 40,582 
Amortization of capital assets (Note 8) 27,419 20,880 
Loss on disposal/write-off of capital assets 15,888 905 
Equipment and other rentals 14,189 11,864 
Advertising, printing and related services 6,051 6,378 
Utilities : 510 561 
Other expenses 3,566 3,942 
Total expenses 4,290,689 3,831,867 
NON-TAX REVENUE (Note 5) 196,608 204,399 
NET COST OF OPERATIONS 4,094,081 3,627,468 


The accompanying notes are an integral part of these financial statements. 


Statement of Net Liabilities - Agency Activities 


for the year ended March 31 
(in thousands of dollars) 


Net liabilities at beginning of year 

Net cost of operations 

Net cash provided by Government of Canada 

Services provided without charge by other Government departments (Note 10) 
Change in Due from the Consolidated Revenue Fund (Note 2) 


Net liabilities at end of year (Note 7) 


The accompanying notes are an integral part of these financial statements. 


2003 
(246,204) 
(4,094,081) 
3,681,645 
506,613 
(70,038) 


2002 
(283,473) 
(3,627,468) 
3,099,807 
465,708 
o9,222 


(222,065) 


(246,204) 
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Statement of Cash Flows — Agency Activities 


for the year ended March 31 
(in thousands of dollars) 


Operating transactions 
Net cost of operations 
Adjustments for items not affecting cash 
Statement of operations 
Amortization of capital assets (Note 8) 
Net loss on disposal/write-off of capital assets 
Services provided without charge by 
other Government departments (Note 10) 
Statement of financial position 
Change in financial assets other than Due from Consolidated Revenue Fund 
Change in non-financial assets other than capital assets 
Change in liabilities other than capital lease obligations 
Cash applied to operating transactions 
Capital transactions 
Acquisition of capital assets 
Change in capital lease obligations 
Proceeds from disposal of capital assets 
Cash applied to capital transactions 


Net cash provided by Government of Canada 


The accompanying notes are an integral part of these financial statements. 


2003 2002 
4,094,081 3,627,468 
(27,419) (20,880) 
(15,567) (817) 
(506,613) (465,708) 
3,094 (5,507) 
(1,787) (944) 
(4,521) (153,253) 
3,541,268 2,980,359 
139,904 119,524 
836 12 
(363) (88) 
140,377 119,448 
3,681,645 3,099,807 


Notes to the Financial Statements — Agency Activities 


1. Authority and purpose 


The Canada Customs and Revenue Agency (the "Agency") was established effective November 1, 1999, under the Canada 
Customs and Revenue Agency Act. The Agency was established to support the evolution of tax administration and customs 
services in Canada. 


The Agency is a departmental corporation named in Schedule II of the Financial Administration Act and reports to 
Parliament through the Minister of National Revenue. The Agency's expenditures are funded by the Government of Canada 
through appropriations. 


The Agency's mandate is to provide support, advice and services when: 


(a) supporting the administration and enforcement of program legislation; 

(b) implementing agreements between the Government of Canada or the Agency and the government of a province or other 
public body performing a function of government in Canada to carry out an activity or administer a tax or program; 

(c) implementing agreements or arrangements between the Agency and departments or agencies of the Government of 
Canada to carry out an activity or administer a program; and 

(d) implementing agreements between the Government of Canada and aboriginal governments to administer a tax. 


In delivering its mandate, the Agency: 


e collects revenues and administers tax laws for the federal government and for certain provinces and territories and 
others, including First Nations; 

e provides border services and administers legislation governing international trade and travel; and 

e delivers certain social and economic benefit programs to Canadians, through the tax system. 


The Agency administers, on behalf of others, income taxes and sales taxes, Canada Pension Plan (CPP) contributions, 
Employment Insurance (ED premiums, as well as amounts collected for other groups or organizations. The Agency is 
responsible for the administration and enforcement of the following acts, and certain other acts for which the Minister of 
National Revenue has a mandated role: Canada Customs and Revenue Agency Act, Children's Special Allowances Act, 
Customs Act, Customs Tariff, Excise Act, Excise Tax Act (includes Goods and Services Tax (GST)/Harmonized Sales Tax 
(HST)), Income Tax Act, and others. 


The Minister of National Revenue is responsible for the Agency and remains accountable to Parliament for the administration 
and the enforcement of the various tax and customs programs' legislation. 


2. Summary of significant accounting policies 


For financial reporting purposes, the activities of the Agency have been divided into two sets of financial statements: Agency 
Activities and Administered Activities. The financial statements — Agency Activities include those operational revenues and 
expenses which are controlled by the Agency and utilized in running the organization. The financial statements — 
Administered Activities include those revenues and expenses which are controlled by someone other than the Agency, such 
as the federal government, a province or territory, or other groups or organizations, but are managed by the Agency on their 
behalf. The purpose of the distinction between Agency and Administered activities is to facilitate, among other things, the 
assessment of the administrative efficiency of the Agency in achieving its mandate. 


As required by section 88(2)(a) of the Canada Customs and Revenue Agency Act, the Financial Statements — Agency 
Activities have been prepared in accordance with accounting principles consistent with those applied in preparing the 
financial statements of the Government of Canada. The purpose of these financial statements is to present operational 
non-tax revenues and expenses and assets and liabilities that are controlled by the Agency and utilized in running the 
organization. A summary of significant accounting policies is as follows: 


(a) Parliamentary appropriations 
The Agency is financed by the Government of Canada through Parliamentary appropriations. Appropriations provided to 
the Agency do not parallel financial reporting prepared in accordance with accounting principles consistent with those 
applied in preparing the financial statements of the Government of Canada since appropriations are primarily based on 
cash flow requirements. Consequently, items recognized in the statement of operations and the statement of financial 
position are not necessarily the same as those provided through appropriations from Parliament. Note 4(a) provides a 
reconciliation between the two bases of reporting. 


(b) Expense recognition 
All expenses are recorded on the accrual basis. 


(c) Revenue recognition 
All non-tax revenue is recorded on the accrual basis. Non-tax revenue reported in this statement excludes administered 
revenues collected under the authority of the Income Tax Act, the Customs Act, the Excise Act, the Excise Tax Act and 
other similar legislation. 


(d) Consumable supplies 
Consumable supplies consist of forms, publications and uniforms. These assets are recorded at the lower of cost 
(determined by using the weighted average cost method) or net realizable value. The cost of consumable supplies is 
charged to operations in the period in which the items are used. 


(e) Capital assets 
The Agency records as capital assets all expenses providing multi-year benefits to the Agency (including leasehold 
improvements) having an initial cost of $10,000 or more. Similar items under $10,000 are disclosed as equipment 
purchases in the statement of operations. The capitalization of software and leasehold improvements has been done on 
a prospective basis from April 1, 2001. Capital assets do not include intangibles, works of art and historical treasures that 
have cultural, aesthetic or historical value, and museum collections. Amortization of capital assets is done on a 
straight-line basis over the estimated useful lives of assets as follows: 


Asset . | : Useful life 
Border crossings infrastructure (Roads, sewers and works) AO years 
Buildings 30 years 
Machinery, equipment and furniture 10 years 

In house developed software 7 years 
Vehicles and other means of transportation . 5 years 
Information technology equipment 5 years 
Purchased software 3 years 
Capital leases and leasehold improvements Term of the lease 


Assets under construction/development are not amortized until completed and put into operation. 


(f) 


Services provided without charge by other government departments 

Estimates of amounts for services provided without charge by other government departments are included in expenses. 
Those amounts include: 

— accommodation provided by Public Works and Government Services Canada, 

— employer's contributions to the health insurance plan provided by Treasury Board, 

— workers! compensation benefits provided by Human Resources Development Canada, 

— audit services provided by the Office of the Auditor General of Canada, 

— legal services provided by Justice Canada, and 

— payroll services provided by Public Works and Government Services Canada. 


(g) Net cash provided by Government of Canada 


The Agency operates within the Consolidated Revenue Fund (CRF). The CRF is administered by the Receiver General for 
Canada. All cash receipts are deposited to the CRF and all cash disbursements are paid from the CRF. The net cash 
provided by government is the difference between all cash receipts and all cash disbursements including transactions 
between departments and agencies. 


(h) Due from the Consolidated Revenue Fund (CRF) 


Due from the CRF represents the amount of cash that the Canada Customs and Revenue Agency is entitled to draw from 
the CRF without further appropriations, in order to discharge its liabilities. These amounts have been charged to current 
or prior years appropriations but will be paid in the future, and include items such as accrued employee salaries, 
accounts payable and accrued liabilities. 


Contributions to Public Service Superannuation Plan 

Most Agency employees participate in the Public Service Superannuation Plan administered by the Government of 
Canada. The employees and the Agency contribute to the cost of the Plan. Contributions by the Agency are charged to 
expenses in the period incurred and represent the total pension obligation of the Agency to the Plan. The Agency is not 
required under present legislation to make contributions with respect to any actuarial deficiencies of the Public Service 
Superannuation Account. 


Employee severance benefits, vacation pay and compensatory leave 

Employee severance benefits, vacation pay and compensatory leave are expensed as the benefits accrue to employees 
under their respective terms of employment. The employee severance benefits liability is estimated using the 
Government of Canada's demographic population characteristics and demographic population assumptions. The liability 
for vacation pay and compensatory leave is calculated at the salary levels in effect at the end of the year for all unused 
vacation pay and compensatory leave benefits accruing to employees. Employee severance benefits and vacation pay 
liabilities payable on cessation of employment represent obligations of the Agency that are normally funded through 
future years! appropriations. 


(k) Employee future benefits 


(D) 


The Federal Government sponsors an employee benefit plan (Health and Dental) in which CCRA participates. As a 
participant, contributions by the Agency are recorded at cost and are charged to personnel expenses in the period 
incurred and represent the total obligation of the Agency to the plan. The Agency is not required under present 
legislation to make contributions with respect to any future unfunded liabilities of the plan. 


Measurement uncertainty 

The preparation of these financial statements in accordance with accounting principles consistent with those applied in 
preparing the financial statements of the Government of Canada requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported amount of revenues and expenses during the reporting period. Employee severance benefits, contingencies and 
the useful life of capital assets are the most significant items where estimates are used. Actual results could differ from 
these current estimates. The estimates are reviewed periodically and as adjustments become necessary, they are reported 
in net results of operations in the period in which they become known. 
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3. Changes in accounting policies 


As required by section 88(2)(a) of the Canada Customs and Revenue Agency Act, the financial statements of the Agency 
must be prepared in accordance with accounting principles consistent with those applied in preparing the statements of the 
Government of Canada. In the 2003-04 federal budget, the Government announced that it would change its basis of 
accounting from the current modified accrual basis to the full accrual basis for the 2002-03 financial statements. With the 
exception of software and leasehold improvements as described in note 3(c) below, the changes in accounting principles 
have been applied on a retroactive basis. Table 1 shows the cumulative effects of these changes for the year ended 

March 31, 2002 and are as follows: 


(a) Financial statement presentation 
The Agency's financial statements previously consisted of a statement of operations and notes to the statement of 
operations. The Agency's financial statements, for the year ended March 31, 2002, contain a statement of financial 
position, a statement of operations, a statement of net liabilities, a statement of cash flows and notes to the financial 
statements. 


(b) Net cash provided by Government of Canada 
The Agency now reports net cash provided by the Government of Canada in the Statement of Net Liabilities and the 
Statement of Cash Flows. Total net cash provided by the government was $3,099,807,000 in the year ended 
March 31, 2002. 


(c) Capital assets 
In prior years, purchases of capital assets were charged to expenses in the year of acquisition. The Agency changed its 
policy of accounting for capital assets for the year ended March 31, 2002. Capital assets are now recognized as 
non-financial assets of the Agency and are amortized over their estimated useful lives as detailed in note 2(e). Software 
and leasehold improvements are being capitalized on a prospective basis from April 1, 2001. Net capital asset 
acquisitions during the year ended March 31, 2002 in the amount of $118,634,000 which would have previously been 
expensed, have been capitalized. Amortization expense in the amount of $20,880,000 for the year has been recorded in 
the Statement of Operations. The net effect of these changes is to decrease various expenses, total expenses and the net 
cost of operations by $97,754,000 for the year ended March 31, 2002. 


(d) Adjustments to prior years' expenses 
In prior years, the Agency included adjustments to prior years' expenditures (refunds of prior years' expenditures and 
adjustment to accounts payable) as an element of non-tax revenue. The Agency has retroactively changed its accounting 
policy to record these items as adjustments to the appropriate expenses. The net effect of this change is to decrease 
non-tax revenue, various expenses and total expenses by $4,572,000. There is no impact on the net cost of operations for 
the year ended March 31, 2002. 


(e) Consumable supplies 
In prior years, the Agency expensed consumable supplies in the year of purchase. The Agency retroactively changed its 
accounting policy to record forms, publications and Customs uniforms as non-financial assets at the lower of cost 
(determined by using the weighted average cost method) or net realizable value and to expense the cost of the items as 
they are consumed. The net effect of this change is to establish the asset at April 1, 2001, then reduce it at 
March 31, 2002, and thus increase materials and supplies expense, total expenses and the net cost of operations by 
$2,165,000 for the year ended March 31, 2002. 


(f) Services provided without charge 
In prior years, the Agency did not record payroll services as a service provided without charge. The Agency retroactively 
changed its accounting policy to recognize this item as an expense. The net effect of this change is to increase 
professional and special services, total expenses and the net cost of operations by $1,865,000 for the year ended 
March 31, 2002. 


(g) Prepaid expenses 
In prior years, the Agency recorded prepaid expenses in the year of purchase. The Agency retroactively changed its 
accounting policy to record these items as non-financial assets at cost at the time of acquisition, and to expense the items 
when used. The net effect of this change is to establish the asset at April 1, 2001, then increase it at March 31, 2002, and 
thus decrease various expenses, total expenses and the net cost of operations by $1,222,000 for the year ended 
March 31, 2002. 


(h) Bad debt expense 

In prior years, the Agency included accounts receivable in the notes to the statement of operations and recorded non-tax 
revenues on an accrual basis. However, a provision for bad debts was not recorded as an operating expense. The 
Agency retroactively changed its accounting policy to record accounts receivable at their estimated net realizable value 
and to expense the cost of uncollectible amounts. The net effect of this change is to establish the asset and a provision at 
April 1, 2001, then decrease the net asset at March. 31, 2002, and thus increase other expenses, total expenses and the net 
cost of operations by $134,000 for the year ended March 31, 2002. 


@ 


Salary advances 

In prior years, the Agency recorded salary advances as an operating expense. The Agency retroactively changed its 
accounting policy to recognize salary advances as an account receivable in the appropriate years. The net effect of this 
change is to establish the asset at April 1, 2001, then decrease it at March 31, 2002, and thus increase salary expenses, 
total expenses and the net cost of operations by $45,000 for the year ended March 31, 2002. 


Environmental clean-ups 

In prior years, the Agency did not record any liability for future environmental clean-ups. The Agency retroactively 
changed its accounting policy to recognize this liability in the appropriate years. The net effect of this change is to 
establish the liability at April 1, 2001, then increase it at March 31, 2002, and thus decrease various expenses, total 

expenses and the net cost of operations by $38,000 for the year ended March 31, 2002. 


(k) Comparative figures 


Certain comparative figures have been reclassified to conform to current year's presentation. 
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Cumulative effects of the changes in accounting policies 


EXPENSES 


Personnel 
Salaries 
Other allowances and benefits 


Accommodation 

Transportation and communications 
Professional and special services 
Transfer payments 

Repair and maintenance 

Equipment purchases 

Materials and supplies 

Other services 

Amortization of capital assets 

Loss on disposal/write-off of capital assets 
Equipment and other rentals 


Advertising, printing and related services 


Land, building and works 
Utilities 
Other expenses 


Total expenses' 
NON-TAX REVENUE 2 


1 


2 


NET COST OF OPERATIONS — 


Table 1 


(in thousands of dollars) 


2002 
As previously 
reported 


2,038,584 


835,254 
2,873,838 


222,495 
183,538 
202,846 
108,126 

82,104 
112,465 

61,583 


41,164 


12,032 
6,473 
21,546 
568 
2,466 
3,931,244 


208,971 


eee 


Adjustments 


(29,904) 
(4,464) 
~ 34,368) 


0 
(2,412) 


(22,961) 


0 
(3,790) 


(38,768) | 


2,059 
(582) 
20,880 
905 
(168) 
(95) 
(21,546) 
oO) 
1,476 


(99.377) 


(4,572) 


This adjustment is primarily the result of note 3(c) (Capital assets) and note 3(f) (Services provided without charge). 


For an explanation of this adjustment, see note 3(d) (Adjustments to prior years' expenses). 


~ (94,805) 


2002 — 
As 
Restated 


2,008,680 
830,790 
2,839,470 


222,495 
181,126 
179,885 
108,126 
78,314 
73,697 
63,642 
40,582 
20,880 
905 
11,864 
6,378 
561 
7 3,942 
3,831,867 


- 204,399 


"3627468 


4. Parliamentary appropriations 


The Agency receives the majority of its funding through Parliamentary appropriations. Items recognized in the statement of 
operations and the statement of financial position in one year may be funded through Parliamentary appropriations in prior, 
current or future years. Accordingly, the Agency has different net results of operations for the year on a government funding 


basis than on an accrual accounting basis. These differences are reconciled below: 


(a) Reconciliation of net cost of operations to total Parliamentary appropriations used: 


Net cost of operations 


Expenses not requiring use of current year appropriations: 
Amortization of capital assets _ 
Adjustment to prior years' expenses 
Consumable supplies 
Loss on disposal/write-off of capital assets 
Services provided without charge by other government departments (Note 10) 
Other 


Net changes in future funding requirements: 
Employee severance benefits 
Vacation pay and compensatory leave 
Other 


Asset acquisitions funded by current year appropriations: 
Capital assets 
Prepaid expenses 


Non-tax revenue not permitted to be credited to appropriations (Note 5): 
Non-tax revenue available for spending 
Other non-tax revenue 
Adjustment to prior years' revenues 


Total parliamentary appropriationsused 


2003 2002 
(in thousands of dollars) 

4,094,081 3,627,468 
(27,419) (20,880) 

9,722 4572 
(3,172) (2,165) 
(15,888) (905) 
(506,613) (465,708) 
(128) (134) 
(543,498) (485,220) 
(60,163) (34,230) 
(14,041) (17,989) 
(266) (7) 
(74,470) (52,226) 
140,740 119,536 
1,340 A222 
142,080 120,758 
31,886 28,119 
21,860 35,356 
5,914 3 
59,660 63,478 
3,274,258 


3,677,853 
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(b) Reconciliation of net cash provided by the Government of Canada to Parliamentary appropriations used: 


Net Cash provided by Government of Canada 


Net changes in funded liabilities: 
Accounts payable and accrued liabilities 
Accrued employee salaries and benefits 
Other liabilities 


Net changes in funded financial assets: 
Cash 
Accounts receivable (Note 6) 


Non-tax revenue not permitted to be credited to appropriations (Note 5): 


Non-tax revenue available for spending 
Other non-tax revenue 
Adjustment of prior years’ revenues 


Adjustment to prior years’ expenses 
Other adjustments 
‘Total parliamentary appropriationsused 


(c) Reconciliation of Parliamentary appropriations voted to Parliamentary appropriations used: 


Parliamentary appropriations — voted: 
Vote 1 - CCRA operating expenditures 
Less: Relief for Heating Expense payments! 
Vote 5 - CCRA capital expenditures 
Vote 10 —- CCRA transfer payments 
Statutory contributions to employee benefits plans 
Amounts available for spending per section 60 of the CCRA Act 
Spending of proceeds from disposal of surplus Crown assets 
Other statutory expenditures 


Less: 
Appropriations available for future year (Note 15): 
Operating 
Capital 


Transfer payments 
Appropriation lapsed 


Total parliamentary appropriations used 


2003 


3,144,878 
(20,341) 

— 23,840 
115,769 
901,775 
37,366 
588 

7,256 
381,131 


(126,816) 
0 
(6,462) 


0 f 


(133,278) 


3,677,853 


2003 2002 
(in thousands of dollars) 
3,681,645 3,099,807 
24,165 (8,520) 
(94,128) 109,221 
280 =. 638 
(69,683) 101,339 
(6) (30) 
(3,088) 5,537 
(3,094) 500% 
31,886 20,119 
21,860 Bo 350 
5,914 3 
59,660 63,478 
9722, A572 
(397) 


(445) 


2002 
(in thousands of dollars) 


2,935,128 
(62,552) 

/ 27,236 
113,028 
390,100 
30,956 
480 

785 
3,435,161 


(152,362) 
(491) 
(4,902) 
(3,148) 
(160,903) 


3,274,258 


' In accordance with the division of activities for financial reporting purposes outlined in Note 2, the ex gratia relief for heating expense 
payments, which were authorized through Vote 1-CCRA (Operating expenditures), are reported as a federal administered expense on the 


Statement of Administered Expenses. 


5. Non-tax revenue 


The following table presents details of non-tax revenue as reported on the Statement of Operations: 


2003 


2002 
_(Restated-Note 3) 


(in thousands of dollars) 


Non-tax revenue credited to vote 1- CCRA (Operating expenditures) 


Fees for collecting Employment Insurance premiums (from HRDC) 77,933 
Fees for collecting Canada Pension Plan contributions (from HRDC) 64,929 
142,862 
Non-tax revenue available for spending 
Administration fees — Provinces and Territories 21,304 
Services fees 3,416 
Ruling fees 1,667 
Expedited access border fees 1,588 
Miscellaneous respendable revenues 3,911 
31,886 
Other non-tax revenue 
Recovery of employee benefit costs for collecting activities (from HRDC) 24,057 
Duty free shops! (3,830) 
Lease and use of public property 637 
Miscellaneous non-tax revenue 996 
21,860 


TOTALNON-TAXREVENUE =” So ~ 196,608 
1 


6. Accounts receivable 


78,244 
62,680 
140,924 


20,634 
3,434 
2,086 
1,965 

28,119 


25,513 
5,531 
645 
3,667 
35,356 


204,399 


Due to retroactive regulatory changes, some 2001-2002 Duty free shops — License fees revenues were reimbursed to licensees in 2002-2003. 


The following table presents details of accounts receivable as reported on the Statement of Financial Position: 


2003 


2002 
(Restated-Note 3) 


(in thousands of dollars) 


Accounts receivable — From government departments and agencies 18,925 
Accounts receivable — External to the Government 1,254 
Advances to employees 2,218 
Salary overpayments 3,228 
Other 34 

25,059 
Less: allowance for doubtful accounts (162) 

25,497 


16,185 
1,131 
2015 
3,181 

37 

22,549 

(140) 


22,409 


Revenues and expenses associated with these accounts receivable are reflected in the Statement of Operations. 
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7. Net liabilities 
Net liabilities represent the excess of the liabilities relating to Agency activities over its assets. 


Net liabilities were $222,065,000 at March 31, 2003 ($640,754,000 in assets less $862,819,000 in liabilities) compared to 
$246,204,000 ($612,930,000 in assets less $859,134,000 in liabilities) at March 31, 2002. Included in the liabilities are 
$590,478,000 (2002 — $516,008,000), which represent transactions incurred by the Agency in providing services that will 
require future funding. The net change in future funding requirements is $74,470,000. Significant components of the future 
funding requirements amounts are employee severance benefits and vacation pay and compensatory leave liabilities. These 
amounts are expected to be funded by appropriations in future years as they are paid. 


8. Capital assets 


The following table presents details of capital assets as reported on the Statement of Financial Position: 


Asset Class 

(in thousands of dollars) : 

Land, buildings | Machinery, Vehicles and Software — Information — 

(owned and equipment and | othermeansof | (purchasedand_ | technology © 

under funiture transportation | inhouse _ equipment 

construction), oS developed —_| including capital | 

roads, sewers i | and/or in | leases (Note 12) _ 

works and development) a 

infrastructure - 
Opening (April 1, 2002) 
Cost 127,345 29,666 | (15,534 66,245 117,629 | 356,419 
Accumulated Amortization | (25,592) (17,369) | : (8,187) _. (14) » (71,849) | (12301)) 
Carrying Cost 101,753 12,297 7247 | 66281 | 45,780 | 233,408 
In-year transactions . , | oo 
Additions 19,869 19,725. \. 3, (02 72.087 | — 20201 | 139,904 
Disposals/Write-off ) (9) (85) | (15,753) (83) (15,930) 
Amortization 13,086) (2,443) (2,185) (2,281) (17,474) (27,419) 
Closing (March 31, 2003) : os ho ae 
Cost 147,214 49,362 17,390 126,106 143,430 483,502 
Accumulated Amortization (28,628 ) (19,792) (8,551) (2,262) (94,306 ) (133)539) 


Carrying Cost 118,586 G29 5/0 8,839 123,644 | 49,124 | 329,963 


Certain amounts above are shown on a net basis. 


9. Board of Management 


Pursuant to the Canada Customs and Revenue Agency Act, a Board of Management is appointed to oversee the organization 
and administration of the Agency and the management of its resources, services, property, personnel and contracts. 
Expenses relating to the Board's activities during the year total $937,000 (2002 — $920,000) and are included in the Statement 
of Operations. This includes payments to the Board of Management, secretariat staff personnel expenses, travel and other 
expenses. 


10. Related party transactions 


The Agency is related in terms of common ownership to all Government of Canada departments, agencies and Crown 
corporations. The Agency enters into transactions with these entities in the normal course of business and on normal trade 
terms applicable to all individuals and enterprises. To be consistent with the accounting policies of the Government of 
Canada, transactions with enterprise Crown corporations and other government business enterprises which are not 
dependent on the Government for financing their activities are not considered to be related party transactions. 


(a) Services provided without charge by other government departments: 
During the year, the Agency received accommodation and professional services without charge from other government 
departments and agencies. Employer's health insurance plan contributions and workers' compensation benefits were also 
provided by other government departments without charge. Significant services provided without charge have been 
recognized in the Agency's Statement of Operations as follows: 


2003 2002 

(in thousands of dollars) 
Accommodation =— 7 oo a oo 241,016 222,495 
Employer's contribution to the health insurance plan 187,134 169,465 
Legal services — 69,362 65,072 
Audit services 4,089 4,000 
Workers’ compensation benefits 2,940 2,811 
Payroll services | : Or. 1,865 
: : / | 506,613 = 465,708 

(b) Payables and receivables outstanding at year end with related parties: 

Accounts receivable — From other government departments and agencies 18,925 — 16,185 
Accounts payable - To other government departments and agencies 87,244 37,126 


11. Contingent liabilities 


In connection with its operations, the Agency is a defendant in certain cases of litigation and has contingencies for 
contaminated sites. It is estimated that, at March 31, 2003, there are $6 million ($5 million at March 31, 2002) in potential 
liabilities arising from claims and contaminated sites. A contingent liability will be recorded as an actual liability with a 
corresponding charge to expenses when it becomes likely that a payment will be made and the amount of that payment may 
be reasonably and reliably estimated. 
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12. Capital lease obligations 


The Agency has entered into agreements to rent information technology equipment under capital leases with a cost of 
$12,214,000 and accumulated depreciation of $6,424,000 as at March 31, 2003 ($9,813,000 and $3,292,000 respectively as at 
March 31, 2002) (Note 8). The obligations for the upcoming years include the following: 


2003 2002 

: : (in thousands of dollars) 
Year 1 Ce 3,231 2,974 
Year 2 a 2,594 2,290 
Year 3 480 1,749 
Year 4 : Orn 369 
Year 5 0 0 


Total future minimum lease payments 
Less: imputed interest (2.86% — 6.17%) 
Balance of obligations under capital leases 


13. Commitments 


The nature of the Agency's activities can result in multi-year contracts and obligations whereby the Agency will be 
committed to make future payments when the services/goods are rendered. Significant commitments that can be reasonably 
estimated are as follows: 


7 : 2008and 
2004 2005 2006 2007 __—ithereafter Total 
(in thousands of dollars) — x 
Capital leases (Note 12) : eee 2594 7 | 4800 0 es 
Operating leases 2,440 838. 668 467 220 


14. Transfer payments 


The following table presents details of transfer payments as reported on the Statement of Operations: 


2003 2002 
(in thousands of dollars) 


Contributions to the Province of Quebec in respect of the ou administration costs of 


federal and provincial sales taxes 108,826 108,126 
Contribution to the Canadian Home Builders’ Association to support the : : : 
"Get It in Writing!" consumer information campaign 481 : = 


15. Appropriations available for future year 


Pursuant to section 60(1) of the Canada Customs and Revenue Agency Act, the balance of money appropriated by 
Parliament for the use of the Agency that remains unexpended at the end of the fiscal year lapses at the end of the following 


fiscal year. 


16. Employee future benefits 


Included in the Statement of Operations as other allowances and benefits are the following expenses of the Agency with 


respect to employee future benefits: 


2003 2002 
(in thousands of dollars) 
Contributions to the Public Service Superannuation Plan : . 352,748 264,098 


Employee severance benefits ae 60,163 34,230 


Tas 298,328 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR’S REPORT 


To the Board of Management of the Canada Customs and Revenue Agency 
and the Minister of National Revenue 


I have audited the statement of administered assets and liabilities of the Canada Customs and Revenue Agency as 
at March 31, 2003 and the statements of administered revenues, administered expenses and administered cash 
flows for the year then ended. These financial statements are the responsibility of the Agency's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the assets and liabilities of the 
administered activities of the Canada Customs and Revenue Agency as at March 31, 2003 and the results of its 
administered operations and cash flows for the year then ended in accordance with the accounting policies set 
out in Note 2 to the financial statements. 


Soa ie eine 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
September 29, 2003 
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Statement of Administered Assets and Liabilities 


as at March 31 
(in thousands of dollars) 


ADMINISTERED ASSETS 


Cash on hand 
Amounts receivable from taxpayers (net of allowance for doubtful accounts of 
$7,174,162 in 2003 and $6,762,046 in 2002) (Note 4) 


TOTAL ASSETS 
ADMINISTERED LIABILITIES 


Amounts payable to taxpayers (Note 5) 
Amounts payable to provinces (Note 6) 
Deposit accounts (Note 7) 


Net amount due to the Consolidated Revenue Fund on behalf of the Government of 
Canada and others (Note 8) 


TOTAL LIABILITIES 


Contingent Liabilities: Note 9 
The accompanying notes are an integral part of these financial statements. 


2003 2002 
5,609,498 3,957,486 
43,597,037 45,604,906 
49,206,535 49,562,392 
33,57 0,930 34,415,111 
1O1;32) 72,411 
28,133 16,716 
33,759,990 34,504,238 
15,446,545 15,058,154 
49,206,535 49,562,392 


Approved by: 


Alan Nymark 
Commissioner 


Michael L. Turcotte 
Chair, Board of Management 


2-37 


2-38 


Statement of Administered Revenues 


for the year ended March 31 
(in thousands of dollars) 


Federal Government 


Income Tax Revenues 
Personal and trust 
Corporate 
Non-resident 


Other Taxes and Duties 
Goods and Services Tax (GST) (Note 10) 
Energy taxes 
Other Excise taxes and duties 
Customs import duties 
Air Transportation Security Charge 


Total Tax Revenues 


Employment Insurance Premiums 


Interest and Penalties (Note 11) 
Gross revenues administered on behalf of the Government of Canada 


Provision for bad debts 
Interest expense 


Net revenues administered on behalf of the Government of Canada 


Provincial, Territorial Governments and First Nations 


Income Tax Revenues 
Personal and trust 
Corporate 


Harmonized Sales Tax (HST) 
Other Revenues (Note 12) 


Revenues Administered on behalf of Provincial and Territorial Governments 


and First Nations 


Net Revenues Administered on behalf of the Canada Pension Plan (Note 13) 


Total Net Administered Revenues 


The accompanying notes are an integral part of these financial statements. 


2003 2002 
(restated-note 3) 
89,605,675 88,085,587 
2222626 24,241,682 
3,291,113 2,925,666 
115,118,414 115,252,935 
29,399,235 26,570,080 
4,992,264 4,848,158 
4,474,920 3,952,638 
3,221,185 3,074,401 
421,006 - 
42,508,610 38,445,277 
157,627,024 153,698,212 
18,243,025 17,999,408 
2,771,809 3,001,425 
178,641,858 174,699,045 
(2,090,638) (1,773,004) 
(985,850) (870,354) 
175,565,370 172,055,687 
32,994,104 33,684,916 
1,833,294 2,669,141 
34,827,398 36,354,057 
2,192,014 2,123,888 
217,078 220,192 
37,236,490 38,698,137 
25,203,787 22,990,195 
238,005,647 233,744,019 


Statement of Administered Expenses 


for the year ended March 31 
(in thousands of dollars) 


Federal administered expenses 
Child tax benefits 
Children's special allowance 
Relief for heating expenses 
Federal administered recoveries 
Old Age Security benefits 
Employment Insurance benefits 


Net expenses administered for the Federal Government 


Provincial and Territorial administered expenses 
Family benefit programs 
Sales tax credits 
Energy tax rebates 
Net expenses administered for Provinces and Territories 


Total Net Administered Expenses 


The accompanying notes are an integral part of these financial statements. 


2003 2002 
(restated-note 3) 
7,822,688 7,470,625 
134,498 125,009 
(1117) Se 
(641,631) (724,371) 
(101,747) (81,491) 
7,212,691 6,804,983 
302,055 336,508 
37,659 32,961 
(1,219) 415,604 
338,495 785,073 
7,551,186 7,590,056 
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Total Net Administered Revenues 


Less provincial revenues paid directly to provinces: 
Revenue administered for Nova Scotia workers' compensation 
Provincial sales tax on tobacco and alcohol 


Less Total Net Administered Expenses 


Change in administered assets and liabilities: 
(Increase) decrease in cash on hand 
Decrease in amounts receivable from taxpayers net of Allowance for 
doubtful accounts 
Increase (decrease) in amounts payable to taxpayers 
Increase in amounts payable to provinces 
Increase in deposit accounts 


Net Cash Deposited in the Consolidated Revenue Fund of the Government 


of Canada 


Consisting of: 


Cash deposits to the Consolidated Revenue Fund 
Cash refunds/payments from the Consolidated Revenue Fund 


Net Cash Deposited in the Consolidated Revenue Fund of the Government 


of Canada 


The accompanying notes are an integral part of these financial statements. 


Statement of Administered Cash Flows 


for the year ended March 31 
(in thousands of dollars) 


2003 2002 
238,005,647 233,744,019 
(172,649) (178,859) 
(40,680) (38,721) 
(7,551,186) (7,590,056) 
(1,652 ,012) 97,759 
2,007,869 3,020,552 
(844,575) 1,385,764 
88,910 21,315 
11,417 2,620 
229,852,741 230,464,456 
305,495,615 300,548,232 
(75,642,874) (70,083,776) 
229,852,741 230,464,456 


Notes to the Financial Statements — Administered Activities 


1. Authority and purpose 


The Canada Customs and Revenue Agency (the "Agency") was established effective November 1, 1999, under the Canada 
Customs and Revenue Agency Act. The Agency was established to support the evolution of tax administration and customs 
services in Canada. 


The Agency is a departmental corporation named in Schedule II of the Financial Administration Act and reports to 
Parliament through the Minister of National Revenue. The Agency's expenses are funded by the Government of Canada 
through appropriations. 


The Agency's mandate is to provide support, advice and services when: 


(a) supporting the administration and enforcement of the program legislation; 

(b) implementing agreements between the Government of Canada or the Agency and the government of a province or other 
public body performing a function of government in Canada to carry out an activity or administer a tax or program; 

(c) implementing agreements or arrangements between the Agency and departments or agencies of the Government of 
Canada to carry out an activity or administer a program; and 

(d) implementing agreements between the Government of Canada and Aboriginal governments to administer a tax. 


In delivering its mandate, the Agency: 


e collects revenues and administers tax and other legislation for the Federal Government and for certain provinces and 
territories and others, including First Nations; 

e provides border services and administers legislation governing international trade and travel; and 

e delivers certain federal and provincial governments’ social and economic benefit programs to Canadians, through the tax 
system. 


The Agency administers, on behalf of others, income taxes and sales taxes, Canada Pension Plan (CPP) contributions, 
Employment Insurance (ED premiums, as well as amounts collected for other groups or organizations. The Agency is 
responsible for the administration and enforcement of the following acts and certain other acts for which the Minister of 
National Revenue has a mandated role: Air Travellers Security Charge Act, Canada Customs and Revenue Agency Act, 
Children's Special Allowances Act, Customs Act, Customs Tariff, Department of National Revenue Act, Excise Act, Excise Tax 
Act (includes GST/HST), Income Tax Act, and others. 


The Minister of National Revenue is responsible for the Agency and remains accountable to Parliament for the administration 
and the enforcement of the various tax programs' legislation. 


In the province of Quebec, the Ministere du Revenu du Québec (MRQ) acts as an agent of the Agency. GST revenues 
collected in that province are therefore included in these financial statements. The Agency monitors cash transfers made by 
MRQ, reports GST revenues to the Federal Government and authorizes refunds and transfers funds out of the Consolidated 
Revenue Fund to MRQ for the purpose of issuing refunds. 
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2. Summary of significant accounting policies 


For financial reporting purposes, the activities of the Agency have been divided into two financial statements: Administered 
Activities and Agency Activities. The financial statements — Administered Activities include those revenues and expenses 
which are controlled by someone other than the Agency, such as the Federal Government, a Province or Territory, or 
another group or organization, and managed by the Agency on their behalf. The financial statements — Agency Activities 
include those operational revenues and expenses which are controlled by the Agency and utilized in running the 
organization. The purpose of the distinction between Agency and Administered activities is to facilitate, among other things, 
the assessment of the administrative efficiency of the Agency in achieving its. mandate. 


As required by section 88(2)(a) of the Canada Customs and Revenue Agency Act, the financial statements of the Agency have 
been prepared in accordance with accounting principles consistent with those applied in the preparation of the financial 
statements of the Government of Canada. The purpose of these financial statements is to present the tax and tax-related 
revenues, expenses, assets and liabilities that the Agency administers on behalf of the Federal Government, provincial 
governments and other organizations. The most significant accounting policies are as follows: 


(a) Revenue recognition 
Revenues are recognized in the period in which the event that generates the revenue occurs. 


The following specific policies are applied for individual revenue streams: 


(i) Income taxes, Canada Pension Plan contributions and Employment Insurance premiums: 


For income taxes, the objective is to recognize revenue when the taxpayer has earned the income producing the 
tax. This is done by determining income earned net of tax deductions and credits allowed under the Income Tax 
Act, including refundable taxes resulting from current year activity..For Canada Pension Plan contributions (CPP), 
the objective is to recognize revenue when the employee or the self-employed person has earned pensionable 
income. For Employment Insurance premiums (EI), the objective is to recognize revenue when the employee has 
earned insurable earnings. 


Revenues for the fiscal year are based on actual amounts assessed/reassessed at the time of preparation of the 
financial statements and estimates of income tax, CPP contributions and EI premiums not yet assessed/reassessed. 
These estimates are based on amounts received at the time of preparation of the financial statements that relate to 
the fiscal year ended March 31 that have not been assessed or that are awaiting reassessment. Actual results may 
differ significantly from these estimates. The difference will be recorded in the fiscal year in which the actual 
assessment/reassessment is completed. No additional estimate of future reassessments is made. 


Reassessments include changes made to previously assessed net income at the request of the taxpayer, for example 
to claim a subsequent loss carry back, or are initiated by the Agency as a result of applying reporting compliance 
procedures such as taxpayer audits. 


Gi) GST and HST, Excise and Customs: 


The determination of these revenues is based on the taxes and duties assessed and estimated at the time of 
preparation of the financial statements that relate to the fiscal year ended March 31. 


For the Goods and Services Tax (GST) and Harmonized Sales Tax (HST) on domestic goods and services, revenue 
is recognized at the time of the sale of goods or the provision of services. Revenue is determined net of the input 
tax credits (ITC), GST rebates and the GST quarterly tax credit. ITC is the recovery of GST/HST paid or owed on 
purchases related to commercial activities of the taxpayer. The GST quarterly tax credit for lower-income families is 
recorded in the period to which it relates. It is intended to offset the cost of the tax for lower-income individuals 
and families. 


For Excise duties, revenue is recognized when the taxpayer manufactures goods taxable under the Excise Act. For 
Excise taxes, revenue is recognized when a taxpayer sells goods taxable under the Excise Act. For GST/HST on 
imports and Customs duties, revenue is recognized when goods are authorized by the Agency to enter Canada. 


(iii) Other revenue recognition: 


Other revenues are recorded in the period to which they relate. All interest and penalty revenues are recorded as 
revenues administered for the Federal Government as per the terms of the tax collection agreements with the 
provinces and territories. Interest and penalties are recorded net of amounts forgiven under the various tax acts and 
the Financial Administration Act. 


(iv) Assessment definition: 


An assessment (or reassessment) of tax is defined as all decisions and other steps made or taken by the Minister of 
National Revenue and officials of the Agency under the federal, provincial and territorial acts or sections of the acts 
administered by the Agency to determine tax payable by taxpayers. When verifying a taxpayer’s return, the Agency 
uses applicable provisions of the various tax acts it administers as well as other internally developed criteria which 
are designed to substantially meet the provisions of these acts. 


(v) Completeness of tax revenues: 


The Canadian Tax System is a self-assessment system where taxpayers are expected to understand the tax laws and 
comply with them. This has an impact on the completeness of tax revenues when taxpayers fail to comply with tax 
laws, for example, if they do not report all of their income. The Agency has implemented systems and controls in 
order to detect and correct situations where taxpayers are not complying with the various acts it administers. These 
systems and controls include performing audits of taxpayer records where determined necessary by the Agency. 
Such procedures cannot be expected to identify all sources of unreported income or other cases of non-compliance 
with tax laws. The Agency does not estimate the amount of unreported tax. However, such amounts are included in 
revenues once assessed. 


(b) Expenses 


(i) Interest expense: 


The Agency incurs interest expenses as a result of late refund payments. These are in large part due to the 
resolution of long standing corporate tax cases which have been appealed and which are resolved in favour of the 
taxpayer. The refund payment includes interest accrued since the tax in dispute was initially paid. Accrued interest 
is recognized when liability for the related tax case is accrued. The Agency does not estimate these amounts in 
advance. 


Gi) Administered expenses: 


Expenses relating to child tax benefits, the Children's Special Allowance, relief for heating expenses and the 
Provincial and Territorial administered expenses are recorded in the period to which they relate. 


(ii) Administered recoveries: 


Recoveries of Old Age Security and Employment Insurance benefits are recognized when assessed, with an estimate 
for unassessed amounts. Only recoveries assessed through the personal income tax system are reported by the 
Agency. Recoveries determined by other Federal Government departments are not reported in these financial 
statements. 


(c) Cash on hand 
Cash on hand includes amounts received in CCRA offices or by CCRA agents as at March 31 but not yet deposited to the 
credit of the Consolidated Revenue Fund of the Government of Canada. 


(d) Amounts Receivable 
Amounts receivable represent taxes and other revenues assessed or estimated by the Agency but not yet collected. A 
significant portion of the receivable balance is due to the recording of accrued receivables, which relate to the current 
fiscal year but are not due for payment until the next fiscal year. They include, for example, March GST returns, March 
source deduction remittances and the final personal tax payments due in April. 
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(e) Allowance for doubtful accounts 

The allowance for doubtful accounts reflects management's best estimate of the collectibility of amounts assessed but not 
yet paid. The allowance for doubtful accounts has two components. A general allowance ratio is calculated based on a 
periodic review of a sample of accounts receivable with a balance of less than $10 million. A specific allowance ratio is 
calculated based on an annual review of all accounts over $10 million. 


The allowance for doubtful accounts is increased by an annual provision for bad debts and is reduced by amounts 
written off as uncollectible during the year. The bad debt provision is reported in the statement of Administered 
Revenues because it is associated with the administration of tax and non-tax revenues and is not related to any program 
expenses. The provision is charged entirely to revenues administered for the Federal Government as it assumes all 
collection risks, as per the terms of the tax collection agreements with the provinces and territories. 


(f) Amounts payable to taxpayers 


Amounts payable to taxpayers represent tax and interest assessed, or estimated by the Agency, not paid as at March 31. 
A significant portion of the payable is due to the recording of accrued payables, which relate to the current fiscal year 
but are not due for payment until the next fiscal year. They include refunds resulting from assessments completed after 
March 31, and estimates of refunds for personal and corporate income tax not yet assessed. | 


(g) Contingent liabilities 


Contingent liabilities are potential liabilities resulting from, for example, previously assessed taxes recorded as revenue, 
which may become actual liabilities when one or more future events occur or fail to occur. If the future event is likely to 
occur or to fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is accrued. If the 
likelihood is not determinable or an amount cannot be reasonably estimated, the contingency is disclosed in the notes to 
the financial statements. 


(h) Measurement uncertainty 


The preparation of the financial statements requires management to make estimates and assumptions that affect the 
amounts of assets, liabilities, revenues and expenses reported in the financial statements. Estimates are used to record tax 
revenues and the related amounts receivable and payable. Actual results could differ from the current estimates. The 
effect on the financial statements of changes to such estimates and assumptions in future periods could be significant. At 
the time of preparation of these statements, management believes the estimates and assumptions to be reasonable. 


3. Change in accounting policies 


As required by Section 88(2)(a) of the Canada Customs and Revenue Agency Act, the financial statements of the Agency 
must be prepared in accordance with accounting principles consistent with those applied in preparing the statements of the 
Government of Canada. In the 2003-2004 federal budget, the Government announced that it would change its basis of 
accounting from the modified accrual basis to the full accrual basis for the 2002-2003 financial statements. 


In addition, in prior years, the Agency's administered activities financial statements consisted only of a statement of 
operations and notes to the statement of operations. The Agency's financial statements for administered activities now 
contain a statement of administered assets and liabilities, statement of administered revenues, statement of administered 
expenses, statement of administered cash flows and notes to the financial statements. 


Tax revenues are now reported in the year in which the income/transaction giving rise to the taxes was earned/occurred 
rather than at the time of cash receipt. Tax amounts receivable and payable are now recorded as assets and liabilities, 
respectively, on the statement of administered assets and liabilities. 


Furthermore, in prior years, the Agency reported tax revenues net of cash transfers to provinces and other Federal 
Government departments. This year, the Agency modified its presentation to report revenues administered for provinces and 
other Federal Government departments in the statement of Administered Revenues. 


The Agency has reclassified the GST credit from an administered expense to a reduction of administered revenues. The GST 
paid by the Federal Government to its suppliers is now included in revenues administered on behalf of the Government of 
Canada. Previously, this was not reported in these financial statements. 


Furthermore, interest revenues and interest expenses are now reported separately on the statement of Administered 
Revenues. Previously, only interest and penalties related to GST and excise were reported separately and other interest and 
penalty revenues were previously included with their respective federal tax revenue stream. Federal trust income tax has 
been reclassified from non-resident and other to personal income tax revenues. EI benefit recovery has been reclassified 
from an administered revenue to an administered recovery. 


The changes in accounting principles have been applied on a retroactive basis as follows: 


(in thousands of dollars) 


2001-2002 federal administered revenues as originally reported 158,554,906 
Plus: Transfers to provinces and other federal departments 82,013,974 
~ 240,568,880 — 

Decrease as a result of reclassifying the GST credits from an administered expense to a reduction of 

administered revenues . | (2,963,732) 
Increase as a result of including GST paid by Federal Government departments 1,277,837 
Decrease as a result of reclassifying interest expense related to GST and excise from an administered expense 

to a reduction in administered revenues (53,801) 
Decrease as a result of reclassifying the El benefit recovery from an administered revenue to a reduction of 

administered expenses (36,584) 
Decrease as a result of the implementation of accrual accounting (5,048,581) 
Restated 2001-2002 net administered revenues 233,744,019 
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(in thousands of dollars) 


2001-2002 administered expenses as originally reported  10)008,277 
Plus: Recoveries from Provinces/Territories 791,224 
: 10,799,501 

Decrease as a result of reclassifying the GST credits to a reduction of administered revenues _ : (2,963,732) 
Decrease as a result of reclassifying interest expense related to GST and excise from an administered expense. 

to a reduction of administered revenues (53,801) 
Decrease as a result of reclassifying the El benefit recovery ee an fae etenty: revenue toa reduction of 

administered expenses (36,584) 


Decrease as a result of the implementation of accrual Ss! (155,328) 


Restated 2001-2002 net administered expenses — oO 7 590,056 ] 


4. Amounts receivable 


For the purpose of this note, income tax receivables include Canada Pension Plan, Employment Insurance and related 
interest and penalties receivable. The Agency has established the following allowance for doubtful accounts related to the 
amounts receivable: 


2003 2002 
Allowance for . 
Doubtful 
Gross Accounts Net Net 


(in thousands of dollars) 
Income taxes receivable 


Individuals 24,280,264 (3,311,053) 20,969,211 21,211,347 
Employers 10,203,348 (644,610) 9,558,738 9,760,573 
Corporations 5,243,102 (1,073,723) 4,169,379 5,005,077 
Non-residents 824,562 (332,673) 491,889 395,029 
GST receivable 9,570,803 (1,734,102) 7,836,701 - 8 725,109 
Excise receivable 523,016 (40,263) 482,753 425,412 
Customs receivable 126,104 (37,738) 88,366 82,359 
Total a. a 50,771,199 = (7,174,162) 43,597,037 504,906 


5. Amounts payable to taxpayers 


Amounts payable to taxpayers are as follows: 


2003 2002 
(in thousands of dollars) 
Personal income tax a : 18,754,192 18,965,776 
Corporate income tax 8,258,328 8,974,264 
GST 6,484,487 6,419,717 
Customs and Excise tax and duties Ae 73,529 55,354 
Total oo ae : _- a _ a C oe oe 33,570,536 a 34,415,111 / 
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6. Amounts payable to provinces 


Only amounts that are under the Agency’s administrative responsibility and are payable directly by the Agency to the 
provinces are recorded in these financial statements; these accounts relate primarily to Quebec. Amounts payable to 
provinces, territories and other organizations, which are settled by other departments such as the Department of Finance for 
Provincial, Territorial and First Nations taxes, are not recorded in these financial statements because these amounts are 
outside of the Agency’s responsibility. 


7. Deposit accounts 


The Agency receives refundable deposits to ensure compliance with various regulations. Deposits held at March 31, are as 
follows: 


2003 2002 
(in thousands of dollars) 
Guarantee deposits : 
Balance, beginning of year oo 19,475 16,414 
Add: receipts 15,518 6,529 
Less: disbursements (2,474) (3,468) 
Balance, end of year _ . 32,519 19,475 


Temporary deposits received from importers 


Balance, beginning of year 305 556 
Net transactions during the year : | 393 (251) 
Balance, end of year 698 305 
Total deposit accounts : 33,217 19,780 
Less: Securities held in trust. (5,084) (3,064) 
Net deposit accounts. ee - a 28135 168,716 


The guarantee deposits account was established to record cash and securities required to guarantee payment of customs 
duties and excise taxes on imported goods, and of sales and excise taxes payable by licensees pursuant to the Customs Act 
and the Excise Tax Act. 


The temporary deposits received from importers account was established to record temporary security deposits received 
from importers to ensure compliance with various customs and excise regulations regarding temporary entry of goods. 


Securities held in trust by the Agency are made up of cash and Government of Canada bonds. 
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8. Net amount due to the Consolidated Revenue Fund on behalf of the Government of Canada 
and others 


The net cash deposited in the Consolidated Revenue Fund (CRF) of the Government of Canada includes all amounts 


collected on behalf of the Federal Government, provinces, territories and other organizations by the Agency and deposited 
in the CRF during the year. 


The net amount due to the CRF on behalf of the Government of Canada and others is the difference between administered 
assets (taxes not yet collected and/or deposited in the CRF) and other administered liabilities payable by the Agency out of 
the CRF. The change in the net amount due to the CRF during the fiscal year is presented below: 


2003 2002 
: : : (in thousands of dollars) 
Net amount due to the Consolidated Revenue Fund on behalf of the Government of 


Canada and others at the beginning of the year 7 75,058,154 « 19,586,227 
Total net administered revenues : 238,005,647 233,744,019 
Less provincial revenues paid directly to provinces: 

Revenue administered for Nova Scotia Workers' Compensation (172,649) (178,859) 

Provincial sales tax on tobacco and alcohol _ . (40,680) (38,721) 
Total administered expenses . | (7,551,186) (7,590,056) 
Net cash deposited in the Consolidated Revenue Fund of the Government - Canada (229,852,741) (230,464,456) 


Net amount due to the Consolidated Revenue Fund on behalf of t 
_ Canada and others at the end ere the yer 


9. Contingent Liabilities 


Contingent liabilities include previously assessed taxes where amounts are under objection or are being appealed to either 
the Tax Court, the Federal Court of Canada or the Supreme Court of Canada. As at March 31, 2003, an amount of 

$7,641 million was under objection at the Agency level ($7,859 million for 2002) and an amount of $1,419 million was being 
appealed to the courts ($1,422 million for 2002). Where appropriate, the Agency has recorded a provision to reflect the 


estimated amount of objections or appeals that are considered likely to be lost and that can be reasonably estimated (no 
amount for 2003 and $366 million for 2002). 


10. GST Revenues administered for the Federal Government 


The following table presents details of the revenues from the Goods and Services Tax (GST) administered for the sige 
Government as classified in the statement of Administered Revenues: 


2003 2002 
(in thousands of dollars) 
GST net of ITC and rebates 32,480,931 29,552,743 
GST quarterly tax credits (3,081,696) (2; 982 663) 
GSTnetrevenues i= oo 7 oo , oo oO : a: : . a yy 7 ' 29,399,235 ye 26,570,080 


11. Interest and Penalties 


The Agency can, under certain circumstances, such as Agency processing delays, financial hardship by taxpayers or other 
extraordinary circumstances, forgive interest and penalties that have been charged or that would normally be charged. 
Interest and penalties may be cancelled under the various tax acts if they have already been charged to the taxpayer. They 
may be waived under the Financial Administration Act if they have not yet been charged to the taxpayer. Amounts of 


interest and penalties forgiven under applicable authority by the Agency are provided below: 


2003 2002 

(in thousands of dollars) 
Gross interest and penalties earned 3,092,320 3,289,344 

Less interest and penalties cancelled under authority of the: 

Income Tax Act (70,770) (84,577) 
Excise Tax Act (17,619) (16,111) 
Customs Act (22) (1,772) 
(89,610) (102,460) 
Less interest and penalties waived under authority of the Financial Administration Act (230,901) (185,459) 
Netinterestandpenaltiesearned = tits _ -2,771,809 + ~—_—_—s:3, 001,425 


12. Other Revenues administered for Provincial, Territorial Governments and First Nations 


The following table presents details of the other revenues administered for Provincial, Territorial Governments and First 


Nations as classified in the statement of Administered Revenues: 


2003 2002 

(in thousands of dollars) 
First Nations Sales Tax 3,749 2,612 
Nova Scotia workers’ compensation 172,649 178,859 
Sales tax on tobacco and alcohol 40,680 38,721 
Total - . Ce 217,078 220,192 


13. Net Revenues administered on behalf of the Canada Pension Plan 


The following table presents details on the revenues administered for the Canada Pension Plan as reported on the statement 


of Administered Revenues: 


2003 2002 

(in thousands of dollars) 
CPP Contributions 25,166,344 22,935,376 
Interest and penalties 100,975 97,339 
Provision for bad debts (63,532) (42,520) 
CPP net revenues 25,203,787 22,990,195 


14. Internal transactions with the Federal Government 


The Department of Finance makes payments to provinces, territories and other organizations for revenue amounts such as 
Provincial, Territorial and First Nations taxes, for which the Agency administers the revenue collection process. Canada 
Pension Plan contributions and Employment Insurance premiums, net of overpayments refunded by the Agency and Old 
Age Security benefit recoveries, are deposited to the Consolidated Revenue Fund by the Agency and are then credited to 
Human Resource Development Canada (HRDC) who administers these programs through the Employment Insurance 
Account and the Canada Pension Plan Account. 


The Agency deposits all monies collected for provincial tax, Canada Pension Plan contributions and Employment Insurance 
premiums to the Consolidated Revenue Fund; therefore no related inter-departmental balances are reported in these 
financial statements. 


Employment Insurance premiums administered on behalf of the Federal Government include the employer's share of 
Employment Insurance paid by the Federal Government. GST declared to the Agency includes the GST paid by the Federal 
Government to its suppliers. GST collected by other Federal Government departments is deposited to the Consolidated 
Revenue Fund and declared to the Agency and, therefore, included in the GST revenues. Customs import duties 
administered on behalf of the Federal Government include duties paid by the Federal Government. Amounts are provided 
below: 


2003 2002 — 
(in thousands of dollars) 
Employer's share of El paid by the Federal Government oe oo 373 000" 362,000 
GST paid by the Federal Government to its suppliers oe 1506/8... 1 277,837 
GST assessed on other Federal Government departments revenues : 70,941 41,780 


Customs import duties paid by Federal Government departments oo 57,658 35,085 


LE 


= 
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Agency Activities 


Introduction 


This section of the Financial Statements provides unaudited supplementary information on Agency Activities, as reported in 
the audited Statement of Operations — Agency Activities. The information is on a full accrual basis. 


Agency Management 


The larger part of the expenditure variances between fiscal years relates to the new authorities received by the Agency in 
2002-2003 such as new initiatives announced in Federal Government Budgets, or other initiatives such as the increasing 
efforts on revenue generation as set out in the Resource and Management Review. 


Net Cost of Operations (Based on Financial Statements) 


The CCRA's total 2002-2003 spending increased by $467 million or 13% from 2001-2002. The Agency costs, as detailed in its 
annual Financial Statement of Operations, are made up of approximately 79% in personnel costs (salaries, other allowances 
and benefits) and nearly 21% in other costs. Much of the latter are linked to personnel costs (e.g., travel for auditors, 
computers, accommodation, furniture replacement, etc.) and therefore personnel costs are the primary cost drivers for the 
Agency, as illustrated below: 


Exhibit 1: Net Cost of Operations 


2002-2003 2001-2002 


21% @ 22% 


Other Costs / Other Costs 


" 79% 78% 


Total of $4,094M Total of $3,627M 


Personnel Costs (Salaries, Other Allowances and Benefits) 


The CCRA's personnel costs (salaries, other allowances and benefits) increased by some 13% or $379 million over 2001-2002. 
Of this amount, $77 million results from a 3.8% increase in the Full-Time Equivalent utilization; $123 million relates to higher 
rates of pay mainly from collective agreements, economic increases, movement of employees in the pay scales, etc. The 
remaining $179 million of the $379 million increase relates to other allowances and benefits, and is directly linked to the 
increase in the salaries noted above. For example, employee benefit plans increased by $112 million Gincluding $506 million 
from the understatement by Treasury Board Secretariat of the real amount for 2001-2002); $29 million for employee 
severance benefits; $20 million for other allowances and benefits such as vacation, maternity benefits and performance pay; 
and $18 million for health insurance. 


Other Costs 


Other costs increased by 11% or some $88 million. The majority of these expenses have a support relationship to the salary 
increases noted above. Major components of this increase relate to: accommodation ($18 million), transportation and 
communication ($12 million), professional and special services ($20 million), transfer payments ($1 million), repair and 
maintenance ($5 million), equipment purchases ($8 million), amortization of capital assets ($6 million), equipment and other 
rentals ($2 million) and loss on disposal of capital assets ($15 million); and a decrease in non-tax revenue of $8 million—for 
a total of $95 million. These were offset by decreases in materials and supplies ($6 million); and other services and expenses 
(a total of $1.6 million — comprising other services, $822 thousand; advertising, $327 thousand; utilities, $51 thousand; and 
other expenses, $376 thousand). 
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Introduction 


The Financial Statements — Administered Activities reflect the total assets and liabilities, tax and non-tax revenues, expenses 
and cash flows administered by the CCRA on behalf of the Government of Canada, provincial/territorial, First Nations and. 

other government organizations. Tax revenues are recognized on an accrual basis and are net of the applicable deductions 
and credits allowed under various Acts. The prior year, which was previously reported on a modified cash basis, has been 

restated to reflect the effect of accrual accounting. 


Analysis of Revenues Administered on Behalf of the Federal Government 


Federal income tax revenues were $135 million lower in 2002-2003 than in 2001-2002. Personal income tax revenues 
increased $1.5 billion, while corporate income tax revenues decreased $2.0 billion. Other income tax revenues increased 
$365 million. The increase in personal income tax revenues is broadly in line with the growth of 3.3% in personal income, 
adjusted for the impact of tax reduction measures in the February 2000 budget and October 2000 Economic Statement and 
Budget Update. The corporate income tax revenue decline results from the impact of loss carry-forwards from 2001 and 
reductions in the corporate tax rate. 


There was an increase of $4.1 billion in other taxes and duties. GST revenues were up $2.8 billion, mainly the result of 
strong growth in consumer demand, especially for durable goods and new housing. Customs import duties increased 

$147 million, reflecting a strong increase in imports subject to tariffs. The remaining taxes and duties were $1.1 billion 
higher, attributable to the introduction of the Air Travellers Security Charge on April 1, 2002 and to increases in the tobacco 
excise tax. 


Employment insurance premiums increased $244 million due to the increase in the number of people employed and paying 
premiums offset somewhat by the reduction in premiums. 


Exhibit 2: Revenues 2002-2003 


Revenues Administered on behalf Corporate 
of Canada Pension Plan 9% 
11% 


Other Income Taxes 
1% 

{ GST 

12% 


2 Provincial, Territorial, 
and First Nations 
16% 5 
{) Other excise taxes and duties 
4% 
Customs 
1% 
[4 Employment Insurance Premiums 
8% 


Personal 
38% 
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Financial Perfor 


Parliamentary - 


Introduction 


This section provides the details of the CCRA’s Resource Management performance for purposes of reporting to Parliament on the use 
of appropriations in 2002-2003. This complements the information provided in the CCRA Annual Report and satisfies the reporting 
requirements set for departmental performance reports. The information presented in this section is consistent with CCRA's 2002-2003 
Public Accounts. 


Financial Reporting Methodologies 


The CCRA's funding is provided by Parliament through annual appropriations (modified cash accounting basis) and the CCRA reports 
its expenditures and performance to Parliament in the CCRA Annual Report together with details on the management of Parliamentary 
appropriations in this section on the same basis. However, this does not include, for example, certain items such as services provided 
by other government departments that are part of the audited financial statement of operations. 


In addition to the above reporting requirements, the CCRA is also required to prepare its annual financial statements in accordance 
with the accounting principles applied in preparing the financial statements of the Government of Canada (full accrual accounting 
basis). Accordingly, the CCRA Statement of Operations — Agency Activities includes certain items such as services provided by other 
government departments referred to above. 


Throughout the first volume of the CCRA Annual Report, and this section, the modified cash accounting approach is used. A 
reconciliation between the expenditures reported in the performance report, and those reported in the audited Financial Statement of 
Operations — Agency Activities, is shown in Table 9. 


CCRA Financial Information 
Exhibit 1: Activities of the Agency 


Canada Customs and Revenue Agency 2002-2003 
(in thousands 
of dollars) 
Planned Spending 3,363,758 
Final Authorities 3,965,970 
Actual Spending 3,824,904 


Revenues Administered by the Agency 


Net Revenues administered by the CCRA totalled some $238.4 billion, an increase of 1.9% from the $234.0 billion administered in 
2001-2002, once the latter are re-stated in the full accrual accounting methodology. 


2001-2002 2002-2003 
(in thousands of dollars) | 
Federal Government 172,055,687 W755 05957.0 
Provincial, Territorial Governments and First Nations 38,698,137 37,236,490 
Canada Pension Plan 22,990,195 25,203,787 
Total 233,744,019 238,005,647 
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Overview 


The Planned Spending amount shown previously represents the original funding of $3,363.8 million approved by Parliament, as well 
as Supplementary Estimates and other Treasury Board approvals, statutory adjustments or year-end adjustments of $602.1 million 


approved during the 2002-2003 fiscal year. This represents an in-year increase of 18% over the original Main Estimates. 


Authorities approved by Parliament in 2002-2003 
Main Estimates 


Supplementary Estimates A’ 


Implementation of New Initiatives Announced in Federal Government Budgets: 
* Reporting of Federal Construction Contracts; 
* GST/HST Credit Responsiveness; 
Financial Information Strategy; 
* Integrated Proceeds of Crime; 
* Tax Measures Affecting Individuals; 
* Deferral of Corporation Tax Instalments for Small Businesses; 
* Air Travellers Security Charge; and 
Tax on Income (TONI) 


Implementation of Policy Initiatives: 

* Excise Act Review; 

* Government On-Line; and 

* Reduction in the funding for Scientific Research and Experimental Development 
Superallowance 


Agency's Responsibilities for Border Protection and Well-being of Canadian Residents: 
* 2002 World Youth Day; and 
* G8Summit 


Other Adjustments 


Supplementary Estimates B™ 


* Market Access for Least Developed Countries (LDC) 


. Adjustment to Respendable Revenue; Re-imbursement by the Province of Quebec for 


Overpayment in the Administration of the GST 
* PWGSC Contracting Services 
* Conversion of Salary Dollars to Operating and Maintenance Dollars 
* — Public Security and Anti-Terrorism 


Technical and Year-End Adjustments 


> Lapse from 2001-2002 to 2002-2003" 
* Collective Agreement approvals” 

- Vote 5 - Maternity and Severance’ 

* Employee Benefit Plans - Adjustment 
* Other Adjustments” 


Sub-Total for Supplementary Estimates A, B and Technical Adjustments 
Total Authorities 


* Excluding Employee Benefit Plans 
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(in millions of dollars) 


Dees: 
23.6 


112.9 


12.0 


(1.8) 
18.5 


168.9 
181.3 
44.5 
70.0 
6.0 
470.7 


3,363.8 


602.1 
3,965.9 


Financial Performance Tables 


Introduction 


The following tables provide financial information about the performance of the CCRA during for the 2002-2003 fiscal year. These 
tables compare planned spending with final authorities approved by Parliament as well as the actual spending for the fiscal year. 


The information is presented at the Agency level, the Business Line level and by Functional Branch; as well as by authority, by 


spending object and type of revenue and expense. Also included is the spending for the capital projects and the costs of services 
received without charge from other Departments. 


Financial Tables Index 
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Table 1: Summary of CCRA Voted Appropriations 


1 


Financial Requirements by Authority 


(in thousands of dollars) 


Operating expenditures 

Capital expenditures 

Contributions 

Minister of National Revenue - Salary and motor car 
allowance 

Spending of revenues received through the conduct of its 
operations pursuant to section 60 of the Canada 
Customs and Revenue Agency Act ! 

Contributions to employee benefit plans 

Children's Special Allowance payments 

Spending of proceeds from the disposal of Surplus Crown 
Assets 

Court Awards 

Refund of amounts credited to revenues in previous years 


Total Agency 


Planned 
Spending 
2002-2003 


2,635,462 
23,349 
110,326 


65 


24,888 
431,668 
138,000 


3,363,758 


Final 


_ Authorities 


2002-2003 


3,144,878 
23,840 
115.769. 


6/, 


37,366 
501,775 
134,498 


588 


1,275 


5914 
3,965,970 


Actual 
Spending 
2002-2003 


3,010,274 
23,840 
109,307 


67 


37,366 
501,775 
134,498 


588 
1,275 
5,914 


3,824,904 


Authorities and Actuals contain $2,254K of respendable revenue paid to the Province of Quebec in respect of the joint administration costs of federal and 


provincial sales taxes. Other amounts paid to the Province of Quebec appear under Vote 10 - Contributions. Further details provided in Table 6. 


2-60 


Table 2: Comparison of Planned to Actual Spending 


Agency Planned versus Actual Spending by Business Line (in thousands of dollars) 


Voted Subtotal: Statutory Less: 
Grants & Gross Voted Grants and TotalGross | Respendable Total Net 
Contributions Expenditures Contributions Expenditures Revenues? Expenditures 


Business Lines Operating Capital 


Tax Services ! 29,026 1,778,774 110,326 1,889,100 1,889,100 103,018 1,786,082 
Final Authorities Bi205) 2,110,649 115,769 2,226,418 2,226,418 100,664 2,125,754 
Actual Spending 29,723 2,065,932 109,307 2,175,239 2,175,239 100,664 2,074,575 
Benefit Programs and 
Other Services ' 1,036 57,868 57,868 138,000 195,868 380 195,488 
Final Authorities V2N7; 91,454 91,454 134,498 ZTE SIS 380 yisy Sy 
Actual Spending 1,115 83,089 83,089 134,498 217,587 380 217,207 
Appeals : 12" 88,644 88,644 88,644 8,436 80,208 
Final Authorities [379 102,819 102,819 102,819 6,352 96,467 
Actual Spending 1,256 99,883 99,883 99,883 6,352 93,531 
Customs Services ! 8,398 568,768 23,349 BY A 17/ SWAN = 592,117 
Final Authorities 8,218 692,769 23,840 716,609 716,609 = 716,609 
Actual Spending 7,855 636,840 23,840 660,680 660,680 660,680 
Corporate Management 
& Direction ' 7,800 738,918 738,918 738,918 2D 055 709,863 
| Final Authorities 7,474 837,034 837,034 837,034 35,466 801,568 
Actual Spending 7,530 814,377 814,377 814,377 35,466 778,911 
——————”ee 
Total Agency 
Planned Spending 47,551 3,232,972 23,349 110,326 3,366,647 138,000 3,504,647 140,889 3,363,758 
Final Authorities 49,551 3,834,725 23,840 115,769 3,974,334 134,498 4,108,832 142,862 3,965,970 
Actual Spending 47,479 3,700,121 23,840 109,307 3,833,268 134,498 3,967,766 142,862 3,824,904 | 


Other Revenues and Expenditures 
Non-Tax Revenues 


Respendable Revenue - Pursuant to the CCRA Act > 24,888 

Final Authorities 37,366 

Actual Revenue 37,366 

Non-Respendable Revenue from Agency Activities * 163,328 

Final Authorities 30,432 

Actual Revenue 30,432 

Cost of services received from other departments without charge > 446,000 

Final Authorities 506,613 

Actual Spending 506,613 
a 

Net Cost of the Program ! 3,621,542 

Final Authorities 4,404,785 

Actual Spending 4,263,719 


| SESS CSD SSD SOC E BASSES SSSA SS SLD SIS SIN AE LLL DD LIEV EEE PEDO ELL SD EAD INABA SSDS AE ISDN ES LIAL DY LE LIED PRE LAD ELLE LDS SLES SIS DSL SES LOE LEED DE LEASES DD OLLI ALLELE LIISA LEEDS DLL LADLE L AEE ALL LLL DALLA L ALE 


1 Numbers in normal font are Planned Spending as per 2002-2003 Report on Plans and Priorities. Numbers in italics denote Final Authorities from 
Main and Supplementary Estimates and other authorities. Bolded numbers denote Actual Spending/Revenues. 


Includes only Revenues Credited to the Vote; does not include Respendable Revenue pursuant to Section 60 of the CCRA Act. 


Details are found in Table 4.1 


4 Details of Actual Revenue are found in Table 4.3. Original Planned Spending amount of $163,328K includes $125,049K of Interest and Penalties for 
GST/HST, Customs, Excise, and Fines and Seizures (which now appear exclusively in the Agency Administered Activities part of the Financial 
Statements); and $38,279K in other Non-Respendable Non-Tax Revenue from Agency Activities. 


Details are found in Table 3.2 
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Table 3: Historical Comparison of Planned to Actual Spending 


Business Lines 


Tax Services 

Benefit Programs and Other Services 

Appeals 

Customs Services 

Corporate Management and Direction 
Sub-Total 

Add: Benefit Programs and Other Services 
(Relief for Heating Expenses) t 


Actual 
Spending 


2000-2001 


1,751,826 
154,152 
70,989 
495,885 
628,602 
3,101,454 


1,459,267 


Total 


accrual accounting basis. 


Table 3.1: Details of Soending by Object 


(in thousands of dollars) 


Personnel 
Salaries and wages 
Contributions to employee benefit plans 
Sub-Total 
Goods and Services 
Transportation and communications 
Information 
Professional and special services 
Rentals 
Purchased repair and maintenance 
Utilities, materials and supplies 
Other subsidies and payments 
Acquisition of machinery and equipment 
Sub-Total 
Capital 
Acquisition of land, buildings, and works 


1 


Transfer payments 
Grants (statutory payments) 
Contributions 
Sub-Total 
Gross expenditures 


Less: Respendable Revenue * 
Net Expenditures 


1 


2 
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4,560,721 


Actual 

Spending 

2001-2002 
1,855,462 
178,464 
75,052 
560,189 
730,116 
3,399,283 


42,211 
3,441,494 


Planned 

Spending 

2002-2003 
1,786,082 
175,147 
80,208 
OZ, 
709,863 
3,343,417 


20,341 
3,303)/98 


Actual Actual Planned 
Spending Spending Spending 
2000-2001 2001-2002 2002-2003 

2,015,040 2,259,535 2,158,405 
414,548 390,100 431,668 
2,429,588 2,649,635 2,590,073 
174,010 184,610 ZS OW 
4,948 6,583 4,893 
146,830 176,198 160,409 
11,414 7057) 13,287 
81,890 79,045 82,980 
64,176 62,611 65,463 
1,461,632 42,923 2,339 
94,501 110,748 138,451 
2,039,401 674,750 642,899 
2,888 24,882 23,349 
102,689 125,026 138,000 
118,953 108,125 110,326 
221,642 233) b5t 248,326 
4,693,519 3,582,418 3,504,647 
(132,798) (140,924) (140,889) 
4,560,721 3,441,494 3,303,/58 


Goods and services authorities were established based on the actual expenditures (pro-rated). 


Agency Planned Versus Actual Spending by Business Line (in thousands of dollars) 


Final 
Authorities 
2002-2003 


2,125,754 
205,231 
96,467 
716,609 
801,568 
3,945,629 


20,341 
3,965,970 


- Final 
Authorities 
2002-2003 


2,615,823 
501,775 
3,117,098 


198,508 
6,150 
199,642 
14,703 
85,898 
56,556 
23,005 
132,665 
717,127 


23,840 


134,498 
115,769 
250,267 
4,108,832 
(142,862) 


3,965,970 


Includes only Revenues Credited to the Vote; does not include Respendable Revenue pursuant to Section 60 of the CCRA Act. 


_ Actual 
Spending | 
2002-2003 

2,074,575 
204,654 
93,531 
660,680 
778,911 
3,812,351 


12,553 
3,824,904 


1 The Actual Spending of $12,553K is on a cash accounting basis. The Statement of Administered Expenses shows an amount of ($1,117K), on a full 


Actual 
Spending 
2002-2003 


2,495,115 
501,775 
2,996,890 


194,662 
6,031 
195,773 
14,418 
84,234 
55,460 
22,559 
130,094 
703,231 


23,840 


134,498 
109,307 
243,805 
3,967,766 
(142,862) 


3,824,904 


Table 3.2: Cost of Services Received from other Departments Without Charge 


(in thousands of dollars) 


Actual 


_ Spending 


2000-2001 


Actual 
Spending 
2001-2002 


Planned 
Spending 
2002-2003 


Final 
Authorities 
2002-2003 


Actual 
Spending 
2002-2003 


ies 


Accomodations Provided by Public Works and 

Government Services Canada (PWGSC) 214,326 222,495 220,000 241,016 241,016 
Employer's share of Employee Benefit Costs and 

Insurance Premiums provided by Treasury 


Board Secretariat 112,842 169,465 161,900 187,134 187,134 
Legal services provided by Justice Canada 57,907 65,072 57,900 69,362 69,362 
Audit services by the Office of the 


Auditor General 3,270 4,000 3,300 4,089 4,089 
Worker's Compensation Benefits coverage 
provided by Human Resources Development 


Canada . 3,032 2,811 2,900 2,940 2,940 
Payroll Services provided by Public Works and 

Government Services Canada (PWGSC) 1,865 2,072 2,072 
Total Services Received Without Charge 391,377 465,708 446,000 506,613 506,613 


* These costs were not included in previous years' reports 
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Non-Tax Revenue 


By virtue of its mandate, the CCRA is. responsible for collecting tax revenue; these are described earlier in the Audited Financial 
Statements — Administered Activities, along with other categories of non-tax revenues such as interest, penalties, fines, seizures, etc. 
The CCRA is also responsible for collecting non-tax revenue (respendable and non-respendable) similar to other government 
departments and agencies. As of 2002-2003, the CCRA has adopted a full accrual accounting methodology for both tax and non-tax 
revenue. Consequently, the data for only one year (2001-2002) was restated under this new methodology. 


Table 4: Non-Tax Revenue from Agency Activities 


i oo Actual _ Planned Actual 
: : Revenue Revenue — Revenue 
(in thousands of dollars) 2001-2002 = 2002-2003 2002-2003 __ 


. 
Respendable Non-Tax Revenue from Agency Activities 
Revenues Credited to Vote 1 - Operating Expenditures 


Canada Pension Plan administration work 62,680 63,676 64,929 
Employment Insurance administration work 78,244 Tj243 77,933 
Sub-Total e 140,924 "140,889 . 142,862 

Pursuant to Section 60 of the CCRA Act | 30,956 24,888 37,366 
Sub-Total 7iee0 157777 180,228 
Non-Respendable Non-Tax Revenue from Agency Activities 36,952 38,279 30,432 
Sub-Total 36,952 38,279 30,432 

Total 208,832 204,056 210,660 


1 Details are found in Table 4.1 


2 Details are found in Table 4.3 


Table 4.1: Respendable Non-Tax Revenue — Pursuant to the CCRA Act 


- Actual Planned Actual 
Revenue Revenue | Revenue 
(in thousands of dollars) 2001-2002 2002-2003 2002-2003 | 
Refunds of previous year's expenditures ! 2,979 992 4,600 


Sales of goods and services 
Rights and privileges 


Brokers licence fees 378 380 ; 384 

Customs warehouse fees 1,249 1,000 1,176 

Other 241 100 677 

Service of a regulatory nature 

Ruling fees 2,186 2,000 1,837 

Border Canada/United States Programs - - 1,791 

Other iss 705 1,288 
Services of a non-regulatory nature 

Administration of provincial programs 21,519 19,088 23,555 

Special services fees 1,761 1,846 1,736 

Others 585 873 1,457 

Other fees and charges 36 Vs 27 

Sub-Total . 32,067 27,059 38,528 

Less: Amounts Recovered on behalf of OGDs elilat DAY | 1,162 


Total Respendable Revenue? Pursuant to Section 60 of the CCRA Act 
1 


30,956 24,888 


37,366 


See note on Table 6 


2 Based ona cash accounting method. Respendable Revenue for CCRA is reported as $31,886K under the full accrual accounting method as displayed in 
Note 4(a) of the Statement of Operations — Agency Activities. 
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Table 4.2: Respendable Non-Tax Revenue - External Charging Initiatives 


External User Fee/Initiative Name 


(in thousands of dollars) 
Sales of Goods and Services 


a. Rights and Privileges 
a.1 Brokers Licence Fees 
Brokers' License and Examination Fees 


a.2 Customs Warehouse Fees 
Customs Sufferance Warehouse Licence Fees 
Bonded Warehouse Licence Fees 


a.3 IONSCAN Technology 
TOTAL RIGHTS AND PRIVILEGES 


b. Services of a Regulatory Nature 
b.1 Ruling Fees 
Rulings Fees 


b.2 Other Services of a Regulatory Nature 
Advance Pricing Agreement 
Storage Charges Queen's Frontier 


b.3 Border Canada/US Programs 
NEXUS 
FAST Program 


TOTAL SERVICES OF A REGULATORY NATURE 


c.1 Administration of Provincial Programs * 


Provincial Refund Set-Off - Gross forecast 
Visitors’ Rebate Quebec 

British Columbia Forest Renewal 

BC Personal Income Tax Rate Change 
Nova Scotia Workers Compensation 
Ontario Property Tax Credit 

Alberta Energy Tax Credit 

BC Energy Rebate 

BC Mining Exploration Tax Credit 
Provincial Corporate Efile 

Provincial Sales Tax Collection 
Provincial Tax Credit Programs 


c.2 Special Service Fees 
Customs Special Service provided off-site 


c.3 Other Services of a Non-Regulatory Nature 
Audit Foreign Travel 
CANPASS 
International Technical Assistance 
Consolidated Verification Project 


GRAND TOTAL 


2 


included. 


c. Other Goods and Services (Services of a Non-Regulatory Nature) 


Customs Special Service provided outside of core hours 


TOTAL SERVICES OF A NON-REGULATORY NATURE 


Authority to 
Charge 


Customs Act 
Customs Act 


Customs Act 


CCRA Act, Sec. 60 


FAA, Sec. 19 


CCRA Act, Sec. 60 


Customs Act 


Customs Act 
Customs Act 


CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 


CCRA Act, Sec. 60 
Customs Act 


CCRA Act, Sec. 60 
Customs Act 
CCRA Act, Sec. 60 
CCRA Act, Sec. 60 


Estimate of Full 
Program Cost 
Regardless of 

Charging Rates 


326 
15,135 


23,048 


Cost Recovery/ 
User Fee Revenues 


2001-2002 


378 


2002-2003 


384 


584 
592 


591 
2,151 


1,837 


504 
659 


1,588 
203 


12,006 


17,081 


326 
15,279 


22,220 


ee ee ee 
1 Modified cash accounting basis. The numbers for full accrual accounting basis for 2001-2002 and 2002-2003 are $17,668K and $22,277K respectively. 

Provincial Tax Credit Charges (including BC Film & TV Tax Credit and BC Science Research and Development Tax Credit) and Provincial Tobacco and Alcohol Mark-up/Levies 
pursuant to the Tax Collection Agreement, in the amount of $10.7M and $572K respectively, were based on a formula-derived agreement negotiated by Finance Canada 
and are not included in this report compiled on a cash accounting basis. Those provincial cost recovery programs that are not covered by Tax Collection Agreements are 
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Table 4.3: Non-Respendable Non-Tax Revenue 


Table 5: Statutory Payments 


Table 6: Transfer Payments 


_ Actual Actual 
: Revenue Revenue 
(in thousands of dollars) | 2001-2002 - 2002-2003 
Adjustments to prior years' payables 1,594 3,865 
Sales of goods and services 
Rights and privileges 
Duty free shops Sot 826 
Public building and property rental 
Lease and use of public property 645 637 
Services of a regulatory nature 
Other 18 9 
Other fees and charges 286 396 
Proceeds from the disposal of surplus Crown assets B27. 588 
Miscellaneous 
Recovery of employee benefits Daa yey 24,056 
Other 3,028 a4 
Interest paid on non-tax revenue — Other 11 11 
Total Non-Respendable Non-Tax Revenue 36,952 30,432 


Statutory Payments by Business Line (in thousands of dollars) ; 
Actual Actual Planned Final Actual 
Spending Spending Spending Authorities Spending 
Business Line 2000-2001 2001-2002 2002-2003 2002-2003 2002-2003 
Benefit Programs and Other Services 102,689 125,026 138,000 134,498 134,498 
Total 102,689 125,026 138,000 134,498 134,498 | 
Note: These amounts represent payments made from the Children's Special Allowance Statutory Vote. 


Transfer Payments by Business Line (in thousands of dollars) 
Actual Actual Planned Final Actual 
Spending Spending Spending Authorities Spending 
Business Line 2000-2001 2001-2002 2002-2003 2002-2003 2002-2003 
Tax Services 118,953 108,125 110,326 115,769 109,307 
Total 118,955 108,125 110,326 115,769 109,307 
Note: These amounts represent contributions to the Province of Quebec in respect of the joint administration costs of federal and provincial sales taxes from Vote 10 - 
Contributions; in addition, an amount of $2,254K was paid to the Province of Quebec (under Statutory Vote for the "Spending of revenues received through the 
conduct of its operations pursuant to section 60 of the Canada Customs and Revenue Agency Act"). This amount of $2,254K was a refund to the Agency in 2002-2003, by 
the Province of Quebec, of Agency payments made in the 2001-2002 fiscal year. Transfer Payments also include a contribution to the Canadian Home Builders’ 
Association of $540K in 2002-2003. 


Table 7: Resource Requirements by Functional Organization and Business Line 


Comparison of 2002-2003 Report on Plans and Priorities (RPP) Planned Spending and Final Authorities to Actual Expenditures by Organization and Business Line 
eee a ae ee 
Business Lines f 
_ Benefit Programs Corporate Management 
Organization Tax Services and Other Services Appeals Customs Services _and Direction Organization Total 
(in thousands of dollars) si 
Executive Office ! - - - = 5,170 5,170 
Final Authorities - - - - 5,629 5,629 
Actual Spending - - - - 4,885 4,885 
AC, Policy and Legislation Branch ! 176,360 - - - 7,193 183,553 
Final Authorities 193,268 - - - 12,214 205,482 
Actual Spending 185,364 - = = 12,258 197,622 
AC, Assessment and Collections (A&C) Branch | 798,340 181,882 - = - 980,222 
Final Authorities 1,015,137 212,057 - - - 1,227,194 
Actual Spending 1,007,673 203,977 - - - 1,211,650 
AC, Customs Branch | - - - 561,952 - 561,952 
Final Authorities - - - 634,812 - 634,812 
Actual Spending - - - 587,311 - 587,311 
AC, Compliance Programs Branch (CPB) 703,202 - - - - 703,202 
Final Authorities 787,808 - - - - 787,808 
Actual Spending 761,648 - - - - 761,648 
AC, Appeals Branch ! = = 88,676 - = 88,676 
Final Authorities = > 101,782 - - 101,782 
Actual Spending - - 98,888 - - 98,888 
ACs, Regional Operations i 52,861 - - - - 52,861 
Final Authorities 40,448 - - - - 40,448 
Actual Spending 38,080 - - - - 38,080 
AC, Public Affairs | 16,361 - - - . 16,361 
Final Authorities 49,680 = - - - 49,680 
Actual Spending 46,013 - - - - 46,013 
AC, Corporate Audit and Evaluation ! = = - = = 
Final Authorities - - - 12,934 12,934 
Actual Spending - - - 12,500 12,500 
AC, Finance and Administration (F&A) Branch ! 105,482 350 - 23,685 288,924 418,441 
Final Authorities 48,558 - 23,840 316,327 388,725 
Actual Spending 45,361 - 23,840 292,221 361,422 
AC, Human Resources Branch ! = = = = 137,164 137,164 
Final Authorities - - - - 168,491 168,491 
Actual Spending - - - - 162,837 162,837 
AC, Information and Technology Branch (ITB) u 38,462 12,674 225 5,746 225,483 282,590 
Final Authorities 69,855 9,407 1,129 46,941 365,769 493,101 
Actual Spending 62,755 9,407 1,129 38,642 368,252 480,185 
Corporate Account u (1,968) 962 (257) 734 74,984 74,455 
Final Authorities 21,664 4,488 (92) 11,016 (44,330) (7,254) 
Actual Spending 28,345 4,203 (134) 10,887 (38,576) 4,725 
Revenues Credited to the Vote ! (103,018) (380) (8,436) - (29,055) (140,889) 
Final Authorities (100,664) (380) (6,352) - (35,466) (142,862) 
Actual Spending (100,664) (380) (6,352) - (35,466) (142,862) 
rch Dees 
Total Agency 
Planned Spending : 1,786,082 : 195,488 80,208 HOD LIK 709,863 3,363,758 
Final Authorities 2,125,754 225,572 96,467 716,609 801,568 3,965,970 
Actual Spending 2,074,575 217,207 93,531 660,680 778,911 3,824,904 
1 Numbers in normal font are planned spending as per 2002-2003 Report on Plans and Priorities (RPP) (see Note below). Publishing Corporate Affairs 
Numbers in italic denote Final Authorities from main and supplementary estimates and other authorities. Bolded Public Affairs 31,575 8,062 
numbers denote Actual Spending. A&C Client Serv. 63,635 
Note: Shortly after the 2002-2003 RPP was finalized, some functions were moved out of Finance and Administration Branch Customs 1,568 
to better reflect organizational reality. Publishing was moved to Public Affairs and Assessment and Collections with Others 1,744 
smaller amounts to all affected Branches. Corporate Affairs was split between Public Affairs and Corporate Auditand Audit and Evaluation 11,694 
Evaluation with a portion remaining in Finance and Administration. These adjustments affected Planned and FRA 264 5,839 
Authorities amounts above. From F&A 759,466 804,506 
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Table 8: Projects 


Table 8.1: Projects — Investment Plan 
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Planned ~ 
Spending 
2002-2003 


2,118 
15,200 
2,615 
1219 
508 
1,035 


15,326 
1,920 
8,163 
1,833 
1,255 
1,010 
5,000 
5,200 


62,402 


104 
104 


36,544 
W239 


12,000 
49,783 


500 
13,858 
9,592 
13,615 
100 
1,000 
2,600 
1,428 
821 
2,500 
1,650 
3,208 


9,130 
10,737 
8,799 


79,538 
191,827 


Actual — Actual 
FTEs Spending 
2002-2003 2002-2003 
22 2,118 
102 13,162 
18 1,551 
21 1,219 
9 508 
3 lla5 
154 14,978 
2 1,920 
99 7 A04 
19 1,833 
12 1255 
11 906 
A133 3,460 
28 1,941 
548 52,410 
4 104 
4 104 
WAS 28,665 
7 508 
7s} 8,151 
255 37,324 
2) 300 
19 5,700 
42 6,638 
98 8,490 
100 
5 570 
oy 1,800 
3 1,170 
1 536 
2,500 
1,650 
12 3,208 
61 6,612 
41 TAP 
59 8,799 
375 48,785 


1,182 
234 


138,623 


Investment Expenditure Summary for 2002-2003 
Business Line / Investment Plan Initiative Actual Planned 
Spending FTEs 
(in thousands of dollars) Function 2001-2002 2002-2003 
Tax Services 
Government On-Line Phase 1 A&C 12,882 22 
Government On-Line Round 3 A&C 124 
Integrated Revenue Collections A&C 326 28 
T1 Matching Redesign A&C 665 75 
T3 Automation A&C 986 9 
Call Centre Enhancements A&C 4 
Business Services Investment Envelope A&C 
Other Levies Project A&C 12,105 160 
Business Number Registry A&C af 
GST/HST Redesign A&C 107 
T2 Development A&C 12 
Information Returns Redesign A&C 12 
Debit Cards (Tax Services Office) A&C 13 
E-file Modernization A&C Ao 2S 
Business Integration and System Support CPB 52 
Sub-Total - Tax Services 26,964 621 
Appeals 
Fairness System Review Appeals 240 4 
Sub-Total - Appeals 240 
Customs 
Customs Action Plan Customs 20,834 245 
G11 Replacement Customs 12 
Public Security Envelope (Nexus, Expedited Passenger 
Processing System) Customs fo 
Sub-Total - Customs 20,834 332 
Corporate Management and Direction 
Activity Based Costing (ABC) F&A 270 5 
Administrative Reform and Renewal (ARR) F&A 3,540 31 
Balanced Scorecard F&A 2,903 56 
Financial Information Strategy F&A 5,664 133 
Horizontal Review F&A 
Agency Classification Standard (ACS) HR 613 5 
HR Resourcing HR 2,374 47 
Pay Compensation Services HR 6 
HR Positions Organizational Tracking HR 5 
Corporate Administrative Systems (CAS) Stabilization ITB 1,400 
CAS Upgrade ITB 3,450 
Business Intelligence / Decision Support (BI/DS) ITB 12 
IT Infrastructure Envelope ITB 
Data Centre Recoverability ITB 2,011 61 
E-Comm Infrastructure ITB 41 
Service Availability ITB 5,884 59 
Sub-Total - Corporate Management and 
Direction 28,109 459 
TOTAL ALL BUSINESS LINES 76,147 1,416 
Amount Carried forward to 2003-2004 


-53,204 


Table 8.2: Projects — Major Capital 


Major Capital Projects (Vote 5) by Business Line (in thousands of dollars) 
Current Actual —_ Actual Planned Final 
Estimated _ Spending Spending Spending Authorities 
Business Line - Total Cost 2000-2001. 2001-2002 2002-2003 2002-2003 
Customs Services 
New Facilities Projects: 
Aldergrove, B.C. 9,935 2,260 
Andover, N.B. 5,761 43 23 1,075 795 
Armstrong, Que. 7,076 12 2,000 : 745 
Clarenceville, Que. 644 4) 725 71 
Coutts, Alberta 27,762 2i7 10,280 1,520 11,333 
Coutts — Land, Alberta 3,000 2,401 
Coutts — Animal Inspection, 
Alberta 1,600 1,600 
Douglas, B.C. 25,015 123 119 1,200 2,362 
Emerson, Manitoba 12,658 406 319 
Emerson (East-Lynn), Manitoba 500 5 450 
Fort Frances, Ont. 32 11 
Kingsgate, B.C. 7,433 860 
Little Gold Creek, B.C. 1,820 281 31 
Nelway, B.C. 852 36 6 
Osoyoos, B.C. 17,530 4,559 8,070 5,919 2,500 
Regway, Sask. 384 
Rigaud, Que. 440 438 8 
Saint-Bernard-de-Lacolle, Que. 13,938 By 
Stanstead (Rock Island), Que. 13,500 34 1,685 708 
Trout River, Que. 2,934 
Feasibility Studies 1,584 782 59 
Design Templates 300 13 “hS. 
New Initiatives/Replacements 714 13 414 
Existing Facilities Projects: 
Health and Safety Projects 20,656 32 23ND 1,945 2,705 
Other Projects 38,358 1,189 1,819 3,710 2AQS 
Total Major Capital Projects 214,426 | 10,000 26,758 23,349 23,840 
Le 


Actual 
Spending 
2002-2003 


798 
582 

64 
13,243 
13 


1,203 
156 
10 


Table 8.3: Projects - Asset Management Plan 


Asset Class 


(in thousands of dollars) 
Real Property Major Capital Projects (see Table 8.2) 
Real Property Operating & Maintenance 
Vehicles 
Contraband Detection Equipment 
Laboratory Equipment 
Personal Alarm Security System 
IT Infrastructure 


IT End User Equipment (e.g., Desktop Computers, Laptops, 
Printers) 


Miscellaneous 


Total Asset Management Plan Projects 
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Asset Management Plan 


F&A 
F&A 
F&A 
Customs 

F&A 
F&A 
ITB 

ITB 


F&A 


Actual | 


Spending 
2001-2002 


24,045 
26,745 
4,031 
345 
292 
1,615 
62,987 


10,350 
1,200 


131,610 


; Planned 
_ Spending 7 
2002-2003 


23,840 
26,202 
Paleo 
3,060 
845 
L556 
106,047 


eleva ley 
1,200 


203,059 _ 


- Actual 
Spending | 


- 2002-2003 


23,840 
21,1 3F 
1,702 
3,060 
845 
1,556 
109/323 


23,762 
1,200 


187,075 


Table 9: Reconciliation of Expenditures Reported in the Performance Report to the 2002-2003 Statement of Operations — 


Agency Activities 


PERFORMANCE REPORT 


(See Table 2) 


Operating 

Major Capital 

Voted Grants and Contributions 
Subtotal 

Statutory Grants and Contributions 
Total Gross Expenditures 

Less: Revenues credited to Vote 1 


Total Net Expenditures 


Performance Report 


ADD / (SUBTRACT): 
1. Services provided without charge by other 
government departments 

Amortization of capital assets 
Loss on disposal of capital assets 
Adjustment of prior years' expenses 
Consumable supplies 
Other adjustments 
Employee severance benefits 
Vacation pay and compensatory leave 
Other adjustments 

0 Capitalization of expenses 

1 Prepaid expenses 


- - OO WAN AUN FW DN 


=k 
N 


Non-tax revenue available for spending 
(Section 60 — CCRA Act) 

13 Other non-tax revenue 

14 Adjustment of prior years' revenues 


15. Children's special allowance 
16 Relief for heating expense payments } 


Statement of Operations - Agency Activities 
(Net Cost of Operations) 


1 


accounting basis. 


For the fiscal year ended at March 31, 2003 (in thousands of dollars) 


3,700,121 
23,840 
109,307 


3,833,268 


134,498 


3,967,766 


(142,862) 


3,824,904 


3,824,904 


506,613 
27,419 
15,888 

(9,722) 
Srl t2 
128 
60,163 
14,041 
266 
(140,740) 
(1,340) 


(31,886) 
(21,860) 
(5,914) 
(134,498) 
(12,553) 


4,094,081 


EXTRACTS FROM AUDITED FINANCIAL STATEMENTS 
STATEMENT OF OPERATIONS - AGENCY ACTIVITIES 


(See Statement of Operations — Agency Activities) 


Expenses 
Personnel 
Other 


Total expenses 
Non-Tax Revenue 


Credited to Vote 1 - CCRA (142,862) 

Respendable Revenue (31,886) 

Other Non-Tax Revenue (21,860) 
Net Cost of Operations 


Adjustments to modified cash accounting methodology used in the CCRA Annual Report to reconcile to full accrual accounting 
methodology used in Statement of Operations - Agency Activities: 


3,218,042 
1,072,647 


4,290,689 


(196,608) 


4,094,081 


PEPSI SEEDED SEED 


Expenses not requiring use of current year appropriations 


Net changes in future funding requirements 


appropriations 


Statement of Administered Expenses 


EES pg =e 


(See Statement of Administered Expenses) 


Non-tax revenue not permitted to be credited to 


Asset acquisitions funded by current year appropriations 


The amount of $12,553K is on a cash accounting basis. The Statement of Administered Expenses shows an amount of ($1,117K), on a full accrual 
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Table 9.1: Reconciliation by Object 


Equipment and other rentals 
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For the fiscal year ended at March 31, 2003 (in thousands of dollars) 


Performance Statement of 
Report Operations 
Personnel 2,996,890 
Employer's Contribution to Health Plans ! 187,134 
Worker's Compensation Benefits : 2,940 
Adjustment of Prior Years' Expenses : (592) 
Employee Severance Benefits a 60,163 
Vacation Pay and Compensatory Leave s 14,041 
Capitalization of Expenses (incl. Employee Benefit Plans) '° (42,208) 
Restated to Professional & Special Services (326) 
| 3,218,042 
Transportation and Communications 194,662 
Adjustment of Prior Years' Expenses 4 (1,069) 
Capitalization of Expenses !° (1,106) 
Prepaid Expenses |! 370 
oo 182 857 
Information 6,031 
Adjustment of Prior Years' Expenses * (32) 
Capitalization of Expenses 10 (37) 
Prepaid Expenses lf 89 
Advertising, printing and related services 6,051 
Professional and Special Services 195,773 
Legal services provided without charge l 69,362 
Audit services provided without charge | 4,089 
Payroll Services ! 2,072 
Adjustment of Prior Years' Expenses 4 (3,526) 
Other Adjustments ? 53 
Capitalization of Expenses '° (28,876) 
Prepaid Expenses !! 83 
Restated from Personnel 326 
Other services $39,760K 239,356 
Professional and special services $199,596K 
Rentals 14,418 
Adjustment of Prior Years' Expenses 4 (163) 
Capitalization of Expenses 10 (66) 


For the fiscal year ended at March 31, 2003 (in thousands of dollars) 


Performance Statement of 
Report Operations 


84,234 


Purchased Repair and Maintenance ' 
Adjustment of Prior Years' Expenses (1,254) 


Other Adjustments ? 160 
10 


4 


Capitalization of Expenses 2,081 

Prepaid Expenses |! (1,882) 

Repair and Maintenance 83,339 
Utilities, Materials and Supplies 55,460 

Adjustment of Prior Years' Expenses * (307) 

Consumable Supplies (Inventory) : 2 

Capitalization of Expenses '° (281) 

Restated to Other Expenses (51) 

Restated to Equipment Purchases (30) 

Utilities: $510K 


Materials and supplies: $57,453K 


Other Subsidies and Payments: $22,559K (Performance Report) 15,681 
Loss on Disposal of Capital Assets 15,888 
Adjustment of Prior Years' Expenses 4 (85) 
Other Adjustments © 128 
Capitalization of Expenses 10 (15) 
Adjustment of Prior years' revenues |4 5,914 (5,914) 
Relief for Heating Expense Payments '° (12,553) 
Respendable Revenue(MRQ) - Restated from Transfer Payments DL Dsyl (2,254) 
Restated from Equipment Purchases 359 
Restated from Materials and Supplies 51 
Restated to Major Capital 
Loss on disposal / write-off of capital assets: $15,888K 19,454 
Other expenses: $3,566K 
Acquisition of machinery and equipment 130,094 
Adjustment of Prior Years' Expenses * (440) 
Other Adjustments ? 53 
Capitalization of Expenses 10 (47,682) 
Restated from Material and Supplies 30 
Restated to Other Expenses (359) 
Equipment purchases 81,696 
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For the fiscal year ended at March 31, 2003 (in thousands of dollars) 


Performance Statement of 
Report Adjustments Operations 
Major Capital: $23,840K (Peformance Report) 
Capitalization of Expenses - Major Capital '° 22,550 (22,550) A 


Restated from Other Subsidies and Payments 1,290 (1,290) - 


Ca NN NNN re A Se ee ee ee eee 


Transfer Payments: $243,805K (Performance Report) 


Adjustments of Prior Years' Expenses (MRQ) : (2,254) 
Grants (Children's Special Allowance) '° 134,498 (134,498) 
Contributions: $109,307K (Performance Report) 111,561 


Respendable Revenue(MRQ) - Restated to Other Subsidies (2,254) 2,254 


109,307 | 


NN i ee a i ea a ee ee eee 


Non-Tax Revenue 


Revenues Credited to Vote 1 (142,862) 
Non-Tax Revenue available for spending (Section 60 - CCRA Act ) '2 (31,886) 
Other Non-Tax Revenue !? (21,860) 
(196,608) 
Accommodation ' 341,016 ss 241,016 


SAS Se one 2] 
Amortization of Capital Assets * 27,419 27,419 


Totals 3,824,904 269,177 4,094,081 
——— at 
' See Table 3.2 Services received from other departments without charge 506,613 
2 Amortization of Capital Assets 27,419 
3 Loss on disposal of capital assets 15,888 
ry Adjustment of Prior Years' Expenses (9,722) 
> Consumable Supplies (Inventory) SAL 
© Other Adjusments 128 
7 Employee Severance Benefits 60,163 
8 Vacation Pay and Comp. Leave 14,041 
9 Other Adjusments 266 
10 Capitalization of Expenses (140,740) 
"1 Prepaid Expenses (1,340) 
'2 §37,366K included in the Performance Report numbers (31,886) 
13 Not included in the Performance Report (21,860) 
'4 Adjustment of Prior Years' Revenues (5,914) 
'S Children's Special Allowance - Included in Administered Expenses (134,498) 
'© Relief for Heating Expenses — See footnote on page 2-71 (12,553) 
269,177 
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An Invitation to Rate our Annual Report 


After reading Accountability, please send us your suggestions or if you need more 
information, e-mail us at annual.report@ccra-adrc.gc.ca or write to: 


Director 

Corporate Governance and Accountability Division 

Corporate Planning, Governance and Balanced Scorecard Directorate 
Canada Customs and Revenue Agency 

6th Floor, 555 MacKenzie Avenue, Ottawa, ON, K1A OL5 


Phone number: (613) 954-1626 
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